


SEE HOW THE NEW BURROUGHS 
SPEEDS AND SIMPLIFIES INVOICING 


The result of each 
individual calcula- 
tion appears in the 
front dials. 


sty Sr he 


INVOICE 


ARTICLES 


(TEMS 
ARTICLES 
'TEMS 


LESS 15% 


LESS FREIGHT ALLOWANCE 525 LBS. 
AT .453 CW 
NET 


The results of all 
calculations ac- 
cumulate here— 
the net result is 
automatic. 
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Only the Burroughs Calculator shows the results 
of each individual extension and provides the 
grand total or net result, automatically. No time- 
wasting rehandling of figures. No preliminary 
setups. Operation is fast, simple, continuous. 


Handles business computations 
Ch ee Tae ae OS 
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CALCULATOR 


Calculator claims of speed and simplicity are 
common. Calculator demonstrations with 
some rare and complicated problem may be 
impressive. But what you're really interested 
in is results—the time and money you can 
save on everyday volume work like payroll, 
invoicing and sales audit. That’s where the 
new Burroughs Calculator proves itself faster, 
simpler, more efficient. 


Let us show you what this new Burroughs will 
do on your own work, with your own figures, 
in your own office. Find out for yourself—as 
thousands have—that the electrically operated 
Burroughs Calculator accomplishes everyday 
business computations in less time, with less 
effort, at less cost. Call your local Burroughs 
office for a practical, down-to-earth dem- 
onstration. Burroughs Adding Machine 
Company, Detroit 32, Michigan. 


EASIER ERE 3 
TO LEARN TO OPERATE 


WHEREVER THERE'S BUSINESS THERE'S BURROUGHS 
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Outsiders In Tax Relief 


The American people are going to enjoy the first tax reduction in 

4 many years. There is some question as to how long they may con- 
tinue to enjoy it, but there is satisfaction in the knowledge that 
their plea has not gone unheard. 


It is perhaps reasonable to assume that the technical amendments to 
the law probably fall short of what the proponents of tax reduction 
actually desired. These matters, however, will no doubt be given every 
consideration when a completely new tax bill is introduced in the next 
Congress. 


The outstanding feature of the present bill is the splitting of family 
income and the correction of the inequities such procedure would inflict 


with respect to estate and inheritance taxes for citizens living in com- 
munity property states. Though the most important item in the tax 
reduction bill, it falls short to a very important degree in actually giving 
equitable relief. 


It would seem that the adjustment of tax charges should be extended 
beyond that granted to husband and wife. If the law is to be equitable, 
it should extend to the head of a family. At present, if a widow with 
two children has the same income as a married couple with two children, 
the widow will be much more heavily taxed. If a single person is the 
head of a family, maintaining a home for a wholly dependent mother 
or invalid sister or brother, he too is taxed in a greater amount than his 
neighbor who is married but has no dependents other than his wife. 


When the new tax bill is introduced, an extension of the adjustment to 
the head of every family, married or not, would seem only fair and just. 


HENRY _H. elie i 


EXECUTIVE MANAGER 
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THE HOME OF 


TAGECOACH and Ohio steam- 
boat were the main methods of 
transportation a century ago in what is 
now West Virginia; communication 
was also slow and uncertain. Neverthe- 
less, in spite of these and other obstacles 
in 1840 Alexander Campbell founded 
Bethany College, dedicated to ‘‘develop- 
ment of character, education of the 
heart, opportunity for free inquiry.” 
Now one of the older colleges west of 
the Alleghenies, Bethany offers endur- 





Guests Clay, Davis, Garfield and Lee slept on this rope bed 


CRUSADER FOR FREE INQUIRY 


House was started about 1793 by Campbell's father-in-law from lumber grown and whipsawed in the vicinity 


ing evidence of the founder's achieve- 
ments as first president and energetic 
builder of its endowment. 

The Irish-born Campbell emigrated 
to the United States in 1808. Deliver- 
ing his first sermon in a grove, he rap- 
idly made a reputation as a preacher 
and actively identified himself with the 
current religious reform movement. 

When Campbell married Margaret 
Brown in 1811, the bride’s father gave 
them his home and farm in Bethany, 
West Virginia, in order to 
induce the young couple to 
remain with him. Thus 
Campbell ran the farm in 
addition to preaching, es- 
tablished a seminary and 
published magazines from 
his own press. So extensive 
was his printing business 
that the Federal Govern- 
ment established a post 
office for him and made 
him postmaster for some 
thirty years. His popularity 
as a speaker resulted in 
numerous journeys both 
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Campbell often worked till 
midnight in this quaint study 


here and abroad where he gained ideas 
on the subject of education later used 
in his own college. 

Though Campbell's home was en- 
larged by various additions, the oldest 
section was built by his father-in-law, 
John Brown, about 1793. skillful 
carpenter, Brown constructed so sturdy 
a dwelling that even today the floors 
are still sound and the door is as solid 
as the day it was hung. Now under the 
joint control of the Disciples of Christ 
Historical Society and Bethany College, 
the Campbell home near the campus is 
open to visitors the year round. 


The Home, through its agents and 
brokers, is America’s leadin & msurance 
protector of American Homes and the 
Homes of American Industry. 


x THE HOME « 
SPrsurance Company 
NEW YORK 
FIRE © AUTOMOBILE © MARINE INSURANCE 
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Statements in Credit Work 


Many Factors to be Considered in Full Analysts 


Examination of statements 
ms usually falls within three 
uw major classifications: 
1. Those matters and ratios 
which affect the balance sheet. 

2. Those ratios and accounts 
which pertain to the income state- 
ment. 

3. The ratios and conclusions 
drawn between interstatements, and 
comparative reports. 

From a credit man’s standpoint, 
one of the most pertinent things in 
a customer’s balance sheet is the 
nature and the condition of his 
working capital. This is usually 
defined as the excess of a com- 
pany’s current assets over its cur- 
rent liabilities, and since sound 
credits are predicated upon the 
liquid condition of an enterprise, 
consideration of the working capital 
position of any company is very 
important. 

Many credit men have used a 
rather rough yardstick in this con- 
nection which has been that cur- 
rent assets of an enterprise should 
at least be double the current lia- 
bilities. 


Effect of Working Capital 


Without, at this time, entering 
into any discussion as to the ade- 
quacy or the inadequacy of any 
specific ratio, it might be well to 
consider working capital as it 
affects a company. If the working 
capital of an organization is ade- 
quate, it forms a protective cushion 
in the event of a shrinkage in cur- 
rent assets. It makes possible the 
taking of cash discounts and the 
prompt retirement of current obli- 
gations. It enables the company 
to maintain a satisfactory credit 
standing, and likewise provides for 
a meeting of emergencies. It per- 
mits a company to maintain inven- 
tories on a level which satisfac- 
torily takes care of the needs of its 
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by GEORGE F. HELWIG 
Business Consultant 


RUTTEN, WELLING & CO. 
Detroit 


This is the second of a series of 
three articles on the subject of 
financial statement analysis. The 
remaining article will be published 
in a forthcoming issue. 


customers. It enables the company 
to operate efficiently, as its credit 
standing minimizes delays of ob- 
taining materials, services or sup- 
plies. It also enables a company 
to withstand periods of depression 
and other factors which may adver- 
sely affect its operation for tem- 
porary periods. 


Causes of Inadequate Capital 


Frequently in analyzing a state- 
ment, we may find an improper 
relationship between the current 
assets and the current liabilities, 
and we may find that the working 
capital may be inadequate. This 
may be due to one of several 
causes. Among the causes contri- 
buting to this condition are sus- 
tained operating losses, which may 
be due to insufficient sales volume, 
to excessive selling and adminis- 
trative expenses, to distress selling, 
to excessive bad debt losses, to the 
failure to secure an adequate gross 
profit, either due to improper mark 
up or disproportionate costs. 

Working capital inadequacies, 
occasioned by poor or indifferent 
management, represent a danger 
signal that cannot be ignored by 
the credit man who regards himself 
as trustee of a sizeable portion of 
his company’s capital. 

Working capital may be depleted 
because of extraneous non-opera- 


ting losses, such as the present de- 
cline in market value of inventories, 
losses from storm, flood or fire, em- 
bezzlement, burglary losses not 
covered by insurance, unfavorable 
tax or court decisions, all of which 
may affect the company’s working 
capital. 

Working capital sometimes is 
inadequate because of the failure of 
the company to make proper pro- 
vision or needed funds to take care 
of expansion requirements, and as 
a result, a company very frequently 
is endeavoring to make its limited 
capital do that which is beyond its 
scope. These companies fail to 
take into consideration the fact 
that turnover is essential to their 
continued well being, and the dis- 
position of inventories and accounts 
receivable to tie up a large portion 
of their working capital, very often 
results in distress. 

Sometimes the working capital 
has been affected by unwise divi- 
dend policies in face of conditions 
which indicate that the current 
earning position and the accum- 
lated surplus and cash position does 
not warrant such disbursements. 

Sometimes too, as a result of in- 
vestments in noncurrent assets, 
working capital that should have 
been productively employed in the 
enterprise is siphoned off for plant 
expansion and is effectively frozen. 

Working capital is affected like- 
wise where the management does 
not accumulate necessary funds for 
the liquidation of its bonds at 
maturity and if the sinking fund 
provisions are excessive in relation 
to the net income over a period of 
time. 

Expenditures for experimental 
and development purposes fre- 
quently are out of proportion to a 
company’s capital condition and 
deplete its working capital. 

The.above items recur constantly 
in the examination of financial 
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statements, and where the current 
position of the debtor is not satis- 
factory, the causes for this con- 
dition, wherever possible, should be 
ascertained. 


Varies With Industries 


It will be seen later that even 
where the working capital position 
appears to be favorable, sometimes 
an analysis of those factors dis- 
closes the company’s position is not 
as liquid as might be apparent at 
first sight. 

It must be recognized that differ- 
ent industries will have different 
working capital requirements, and, 
therefore, a situation that might be 
favorable for one industry might 
because of other factors be con- 
sidered unfavorable in a different 
form of business. 

Also, what might be regarded as 
an inadequate working capital 
position in one company, in another, 
due to better management and con- 
trol, might be considered sufficient. 

Among the factors affecting 
working capital requirements, men- 
tion might be made of the follow- 
ing: 


1. Nature of the enterprise which 
varies widely. 

2. Period of time to manufacture 
or to secure goods for sale. 

3. Inventory requirements. 

4. Terms of sale—short collection 
periods release receivables much 
more quickly. 

5. Sales Volume and Unit Costs, 
as usually if the volume of business 
expands the amount of working 
capital needed increases too. 


Other Factors Affecting Capital 


A company which buys mater- 
ials or merchandise on a 60-day 
basis may sell on a 30-day basis 
and thus secure cash from the sale 
of the goods before the obligation 
is to be paid. The longer the credit 
terms of purchase and the shorter 
terms of sale, the lower will be the 
working capital requirements in the 
form of receivables. 

Another factor bearing on work- 
ing capital requirements is the 
amount of time it takes to convert 
the inventories and receivables to 
cash. Efficient merchandising and 
sharp collections definitely acceler- 
ate turnover and reduce the 


amounts tied up in these two ac- 
counts. 

Seasonal requirements affect 
working capital as there will be 
times during the year when be- 
cause of peak requirements, the in- 
vestment of working capital will of 
necessity be much heavier than dur- 
ing the low-volume months. 


Check Distribution of Assets 


While not inclusive, the above 
factors are sufficiently numerous to 
give a concept of many of the con- 
ditions which may influence the 
amount of working capital neces- 
sary. Working capital should be 
analyzed to note the manner in 
which it is distributed, because 
what might appear to be a satisfac- 
tory working capital ratio, upon 
examination might show a distribu- 
tion of the current assets which re- 
veals anything but a liquid condi- 
tion. 

Usually, five items comprise the 
current assets. These consist of 
cash, accounts receivable, notes re- 
ceivable, inventory, and marketable 
securities. In many cases, market- 
able securities are excluded because 
they have been earmarked for some 
specific purpose. The distribution 
of these assets becomes important 
because if for any reason these do 
not bear a proper relation to the 
whole or to the accounts which they 
affect, such as excessive inventories 
or receivables, it is entirely possible 
that the working capital position, 
which on paper appears to be ade- 
quate, may be quite the contrary. 

As a test of liquidity, credit men 
have recourse to the so-called acid 
test or quick ratio, by which a com- 
parison is made of a company’s cur- 
rent liabilities with its cash and re- 
ceivables. A company, for example, 
which had quick asets of $300,000 
and current liabilities of $120,000 
would be said to have a quick asset 
ratio of 2.5 to 1, which would mean 
that it had $2.50 of quick assets for 
every $1.00 of current liabilities 
and would under normal conditions 
reveal a sound basis for credit. 
Nevertheless, there are times when 
this quick ratio must be scrutinized 
to determine to what extent the ac- 
counts and notes receivable that 
were shown are sound, or otherwise. 


A December 31, 1947 balance 
sheet of a moderate-sized company 
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recently analyzed revealed the fol- 
lowing: 

















CN iakistnansass $ 32,000.00 34% 
Accounts Receivable 195,000.00 205% 
Notes Receivable .. 84,000.00 88% 
Inventories ........ 640,000.00 67.3% 
ToraL CuRRENT 
ASSETS ........ $951,000.00 100.0% 
Current Liabilities . $260,000.00 273% 
Notes Payable ..... 111,000.00 11.7% 
Bank Loans ....... 50,000.00 53% 
Accrued Wages .... 48,000.00 5.0% 
ToraL CurrRENT 
LiaBitities .... $469,000.00 49.3% 
Net Working Capital 482,000.00 50.7% 
EON ic dceesbaee $951,000.00 100.0% 


A perusal of the above indicates 
working capital of $482,000.00. 
The distribution of the current as- 
sets reveals 3.4% of cash, 20.5% of 
accounts receivable, 8.8% of notes 
receivable and inventories amount- 
ing to 67.3% of the total. 


Ratio Is Deceptive 


The current ratio of 2.027 would 
appear to represent a fairly liquid 
condition. However, an examina- 
tion of the sales, the cost of sales 
and the’gross profits, and other fac- 
tors indicate a number of items 
which are worthy of our considera- 
tion. 

Current sales totaled $1,633,- 
000.00, the terms of which were 
10%—2 days, net 30 days. The 
average monthly sales, therefore, 
amounted to $136,000.00. On this 
basis, the company had approxi- 
mately 62 days supply of receiv- 
ables, which would indicate that a 
substantial portion of the accounts 
were past due, and that less than 6 
turnovers per year were being ob- 
tained. 

It is apparent, likewise, that in 
relation to the cost of goods sold, 
which were $1,285,000.00, the in- 
ventory on hand, represents ap- 
proximately 6 months supply, and 
because of that, the company is ob- 
taining only 2 turnovers per years. 

An examination of the above re- 
ceivables indicated that some of 
these at December 31 were actually 
6 months past due, and, therefore, 
very unsatisfactory from the stand- 
point of liquidation. The inven- 
tory, upon examination, was found 
to consist of approximately 11% of 
the material which was extremely 
slow moving, outmoded or obsolete, 
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and therefore had little more than 
scrap value. 

Repeated examinations of state- 
ments in light of present-day con- 
ditions, leads one to consider the 
need of proper scaling of financial 
statements of those companies 
which are not presented in audited 
form, and which do not give the 
credit department the fullest assur- 
ance of the integrity of the figures. 
In many companies, very serious 
inventory adjustments have been 
required due to improper costing, 
due to loss of material, either by 
mishandling, failure to bill, or by 
abstraction, the result of which is 
invariably the inventory reflected 
on the statement has been over- 
valued in relation to its intrinsic 
worth. 


Inventory Turnover 


A good measuring stick of the 
managerial efficiency of a company 
is the inventory turnover, and 
while it is true that in the period 
of acute shortages from which we 
have just emerged many companies 
have acquired inventories above 
their normal needs, it is likewise 
well to note that some of the inven- 
tory accumulation on hand resulted 
from the failure of the company to 
cancel back orders, from the un- 
necessary duplication of orders, and 
from the failure to buy in accord- 
ance with indicated sales require- 
ments. The relationship, therefore, 
to the cost of goods sold to the 
average inventory becomes most 
important from the standpoint of 
credit granting, because it reflects 
very clearly the merchandising and 
manufacturing ability of its cus- 
tomers. 

Excessive inventories frequently 
result in high storage costs, in large 
losses due to the perishability, 
changes in style, demand and 
prices, and represents a very vul- 
nerable condition if the material on 
hand, which is excessive, has been 
purchased on either mercantile 
credit or through the medium of 
bank loans. 

A low inventory turnover may 
indicate sales inertia. It may also 
reflect the accumulation of mate- 
rial at the end of a period in antici- 


either because of quality, design, 
price or style. A low inventory 
turnover is frequently indicative 
of an unsatisfactory financial op- 
eration. 

Remaining assets of the com- 
pany’s balance sheet were as fol- 
lows: 


Deferred Charges 
Fixed Assets 
Other Asets 


These, added to the total of the 
current asests shown above of 
$951,000.00 show total asests of $1,- 
425,000.00. Using this figure as 
100%, the assets were allocated as 
follows: 


Accounts Receivable 
Notes Receivable 
Inventories 
Deferred Charges 
Fixed Assets 

Other Assets 


Other Side of the Picture 


Turning to the liability side of 
the balance sheet, in addition to the 
$469,000.00 of current liabilities 
shown above, there were mortgages 
payable of $220,000.00, reserves for 
contingencies $6,000.00, for depre- 
ciation $72,000.00, for taxes $19;- 
000.00, with capital stock and sur- 
plus of $639,000.00. The net worth 
of the company was evidenced by 
$500,000.00 paid in common stock, 
earned surplus of $60,000.00 and 
capital surplus of $79,000.00. The 
distribution of the liabilities was 
as follows: 


Accounts Payable 
Notes Payable 
Bank Loans 
Accruals 


Reserves for Contingencies .... 
Reserves for Depreciation 
Reserves for Taxes 

Net Worth 


A perusal of the above figures 
shows: 

1. An unsatisfactory quick ratio, 
as against current liabilities of 
$469,000.00 total quick assets of 
$311,000.00 are shown or 66%, as- 


Company A 


suming all the receivables are col- 
lectible, which is hardly possible. 

2. The current ratio of 2 to 1 
exists on paper only and reflects a 
condition which is not satisfactory. 

3. The owner equity of only 
44.8% reveals a _ preponderant 
dominance by creditors who could 
create an embarrassing situation. 

4. Assets of the company show 
very poor allocation. 

5. Cash position is very weak and 
large percentage of notes and ac- 
counts payable are past. due. 

6. Receivables reflect poor credit 
granting and lack of collection, or 
both. 

7. Inventory shows failure to co- 
ordinate purchases with sales, and 
have a definite bearing on the con- 
dition of the payables. 

The above observations are only 
a few that might be made, but will 
suffice. 

The owner equity could easily 
be shrunk by adjustments to either 
receivable or inventory reserves, 
and reflects a condition which 
makes the company quite vulner- 
able. 


Comparison With Other 
Companies 


On a condensed basis, the com- 
pany’s operating statement was as 
below. 

Reference to the above shows a 
comparison with three competitors 
manufacturing the same type of 
products and selling to the same 
general trade, and it will be noticed 
that Company D has a profit which 
is nearly 400% of the company 
under review. 

It is in these matters of operating 
efficiency that a credit man can best 
visualize the capacity of a com- 
pany, the effectiveness of the man- 
agement and its ability to buck the 
economic tide. 

In the final analysis, credits will 
be liquidated through profits and 
where we have a poor profit opera- 
tion, unless conditions are changed, 
it invariably means a poor credit 
risk. 

The profit shown above of 3.1% 
is quite low in relationship to the 
three others shown, and shows 


Company B Company C Company D 


pation of higher prices. Sometimes Pepys ane peer ee moony 
Ps EE SON CO, OL, Baki 348,000 213% = 24.6% «= 25.2% «= 8.6% 
the manufacture or purchase of General & Admin. Exp. —_297,000 18.2% 16.8% 14.9% 16.1% 
material which resists sales efforts, 3.1% 78% 10.3% 12.5% 
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clearly the company’s operation 
| produced an unsatisfactory gross 
| profit, and in addition to that, sell- 
ing and administrative expenses 
were substantially higher on a per- 
centage basis than those of its com- 
| petitors. 

An examination of the gross 
profit indicated a wide variance 
into the components entering into 
the cost of manufacture. Burden 
rate of the subject company was 
| substantially higher than that of 
| competitors. 

Failure of many companies to 
control factory expenses, particu- 
larly indirect labor and supplies, 
very frequently asserts itself in a 
very high unit cost, which in turn 
decreases the margin of gross profit, 
and in some cases results in sales 
resistance. 


Not an Isolated Instance 


The conditions which are re- 
flected in the above company are 
typical of those found in many 
medium-sized operations, and are 
indicative of some of the problems 
which may confront those to whose 
responsibility it is to extend credit. 

Company after company exam- 
ined during the last six months 
have reflected a sharp increase in 
the day’s supply of receivables, in 
the amount of inventory and in the 
increase of fixed expenses. In this 
connection, the operations of the 
subject company for the year 1945, 
at which time it was engaged in the 
production of war materials, showed 
a volume in excess of $6,000,000 
and on a percentage basis reflected 
the following: 


i a tle ohh La a A 100.0% 
OS) ae 30.3% 
Selling & Admin. Exp. ........ 12.7% 


Operating Profit 


The current ratio, which at De- 
cember 31, 1947 was 2.027 to 1, at 
December 31, 1945 was 9.1 to 1, at 
December 31, 1946 was 5.9 to 1, 
and at June 30, 1947 was 3.2 to 1. 
This trend, which may be found in 
a number of other companies, is 
one that calls for extreme caution 
and shows the fallacy of depending 
upon ratios entirely to support a 
credit base. Inter-statement trends 
are very valuable and where mar- 
shalled side by side for a number 
of years, reflect situations which 
clearly define what is happening. 





Danger in Selling Marginal Risks Just 
to Increase Sales Volume 


by GEORGE E. BASKIE 
Controller 


AMERICAN OPTICAL COMPANY 
New York 


or submarginal accounts equal or exceed the net profits from such 

sales volume. To illustrate, let us assume that under proper credit 

management, you are enjoying a yearly sales volume of $240,000 on 
which you realize a net profit of 5% after your sales dollars absorb bad 
debt losses of approximately one-half of 1% and carrying receivables 
approximating 1} months sales. At the end of the year, you review your 
statements and find you have sufficient capital to handle a larger volume 
of sales. But, you are already securing about as much of the potential 
volume within your area as is available from the cross section of cus- 
tomers whose credit worthiness falls within the category of reasonable 
credit risk. You decide that since you have the necessary capital, you 
are going to liberalize your credit policy, endeavor to secure an addi- 
tional 25% volume and solicit more submarginal credit risk accounts. 

Your previous sales volume of $240,000 a year is an average of $20,000 
per month. If you were carrying approximately 14 months sales in your 
receivables, you had on your books roughly $30,000 in accounts receiv- 
able. When you increased your volume to $300,000 a year, your average 
monthly sales amounted to $25,000. But, because you are now selling 
to a substantial number of submarginal credit risks, you are carrying a 
larger volume of receivables in ratio to sales and for the purpose of this 
discussion, we will assume that you are carrying the equivalent of two 
month’ sales. That means you will be carrying $50,000 in accounts re- 
ceivable as against $30,000, or $20,000 more. That also means that at 
the end of the year you are still carrying one-third (4) of your added 
$60,000 volume in your accounts receivable. Some of these may be only 
a month past due, others two months and some of them may be six or 
eight or ten months past due. In the meanwhile, you have also found 
that instead of your sales dollar absorbing approximately one-half of 1% 
in bad debt losses, it has gone up to say, 2%. 

The bad debt losses of one-half of 1% on $240,000 volume were $1,200. 
With 2%, on $300,000, they figure out to $6,000.. That is $4,800 more 
bad debt loss your total sales dollars had: to absorb whereas at 5% net 
profit, the additional profit realized on the $60,000 added volume would 
be only $3,000. The net result is that you have not only made no profit 
on the additional volume of $60,000 but you have had to contribute an 
additional $1,800 out of profits on the sales volume secured under a sound 
credit management policy. 

Now, you may argue that in actual practice it may not work out 
exactly that way because your overhead will not increase in proportion 
to your sales and you will realize a higher net profit margin on a higher 
volume of sales. Therefore, you are justified in taking the additional 
credit risks. That is conceivable, but with the narrow margins under 
which we all have to operate, it is questionable if you will do better than 
break even or perhaps make a very small margin of profit on the addi- 
tional volume. But, in any event, good business practice would not 
justify putting the required additional capital at risk when you could 
invest it otherwise at substantially the same or higher rate of income 
without the inevitable grief and expense of handling such accounts and 
the additional risks. 


= There is a point at which the losses from bad debts on sales to poor 
» 
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It Can Happen Again 


Vesty Gates Ducusses Shoestrings 


few shares of Leading Lady, 

Inc.,” Alice eommented as she 

handed V.G. their new finan- 
cial statement. “Jf they were avail- 
able, that is. They made a profit 
of $35,000 in 1947. That’s after 
taxes, too. Fifteen per cent of 
capital.” 

“M-mm?” Vesty grunted non- 
committally. The ancient spring 
in his swivel chair squeaked its 
never-failing protest as he tilted 
back and held the statement out 
at long-range focus. “As a credi- 
tor, and not as a stockholder,” he 
said reprovingly, “I am more inter- 
ested in how much of that profit 
they retained in the business.” 

“The surplus account increased 
$8,000. Apparently they withdrew 
about $27,000.” 

“T was afraid of that.” 

“Well, what’s the matter with 
that? Everything seems to be 
going along very well. What’s the 
good of operating a business if you 
can’t enjoy the profits?” 

Vesty drew his chin down and 
looked at Alice through the top of 
his lenses with mock-solemn eyes. 
“Surely, Miss Lert, you must have 
heard of the sad fate that befell.a 
certain remarkable goose that laid 
Ft. Knox-variety eggs?” 

“Oh, fables again!” Alice laughed, 
but she was really parrying for 
time—turning a dead goose over in 
her mind, probing it for clews to 
V.G.’s meaning. “What’s killing a 
goose got to do with profits—oh! 
you mean—?” 

“IT mean that I happen to know 
‘something about this firm’s habit 
of taking out of the business every 
single copper that is not working 
overtime including Sundays.” He 
was looking at the statement again, 
his eyes darting back and forth 
over the page, making quick com- 


= “T wouldn’t mind having a 
Vv 
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parisons. He frowned. 
figure the ratios?” 

“Yes, here they are, with last 
year’s for comparison.” 

They spread the two statements 
and the two sets of ratios on the 
desk for study. 

“The worst point I see,” Alice 
studiously drew a ring around the 
inventory-working-capital ratio, “is 
that they have too much inven- 
tory.” 

“Now, just a minute,” V.G. inter- 
rupted. His chair echoed his pro- 
test as he fidgeted. “You’ll have to 
qualify that statement. Look at the 
sales-inventory ratio: 8.3. That’s 
a very good turnover in anybody’s 
ready-to-wear business. If they 


“Did you 


Dec. 31, 1946 


Accounts Payable 
Accrued Taxes Payable 


Capital Stock 
Surplus 


Net Profit after tax 28,057 


Current assets: current debt .. 35x 
Current debt: net worth 21% 
Invty: working capital 116% 
Fixed assets: net worth 34% 
Sales: Inventory 

Sales: Net worth 

Sales: Working Capital 

Profit: Sales 

Profit: Net Worth 

Profit: Working Capital 


are turning their inventory that 
rapidly they don’t have too much 
of it.” 

“Yes, but it is 162% of working 
capital. It shouldn’t exceed say 
80%.” 

“All right. Do you want them 
to cut it in half and see the sales 
volume drop because customers 
can’t find what they want? The 
law of diminishing returns is bound 
to set in on this turnover question 
about this point, and if these people 
are getting an eight times turnover, 
I say they had better not try to get 
along with less inventory.” 

“But it is dangerous to have so 
much inventory in relation to work- 
ing capital!” 

“Right! But the fault in this 
case is not too much inventory, but 
too little working capital! The 
ratio of sales to working capital 
proves it. Ten times last year. 
Thirteen this year. That’s really 
rotating the dollars. They should 


Dec. 31, 1947 


Accounts Payable 
Accrued Taxes 


Capital Stock 
Surplus 


$1,750,000 
34.989 


2.25X 
46% 
162% 
40% 
8.3X 
78X 
13x 
2% 
15% 
25% 
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have strengthened their position by Dec. 31, 1929 Dec. 31, 1930 Dec. 31, 1931 
leaving that whole $35,000 in the Cash Tere eee eee eee $ 24,000 $ 22,000 $ 20,000 
business.” I Sn isis ces Cesceescs 140,000 150,000 162,000 
Alice conceded the point, but she Total Current Assets .......... 164,000 172,000 182,000 
ROC ANI 50s. 5 i gaieoss oe 6 0s 5 100,000 92,000 88,000 


appeared to be studying the lower 


i ew <ilanen 2, 
part of the two statements more Propel, expenses 2,000 4,000 000 


closely. “How does it happen,” ce ee ee ee 266,000 268,000 272,000 
she puzzled, “that working capital Accounts Payable ............ 34,000 36,000 46,000 
went down $8,000 even though net Loans Payable, Current ....... 36,000 40,000 40,000 
worth went up $8,000?” Total Liabilities .............. 70,000 76,000 86,000 
“You can usually look for the CE GN ini chciicaccds 175,000 175,000 175,000 
answer to such a question in an a abunialcalesd 21,000 17,000 11,000 
increase in non-current assets, or Total Liab. and Capital 5 deer a sar 266,000 268,000 272,000 
in a decrease in long-term debt. gates oo ooo ee ecceeeeeeeees 1,250,000 1,192,000 1,020,000 
> 
In this case it’s the former. Notice Profit or Loss ..........-...-- 2,000 (P) 4,000 (L) 6,000 (L) 
that auvd assets increased $16,000. Current assets: current debt ... 2.34 2.25 2.13 
That’s where your $8,000 gain in Current debt: net worth ...... 36% 40% 46% 
surplus went, along with the $8,000 Inventory: working capital .... 148% 160% 170% 
taken from working capital.” Fixed Assets: net worth ...... 52% 48% 47% 
“y ke it That i Sales: Inventory siisiee 655 oo 9x 79X 63x 
Ou Make It co Casy. INA’ IM- goles: Net worth ....:..,3.+:- 63X 62X BAX 
crease in fixed assets must be the Sales: working capital ........ 13x 12x 104 


is 
t 
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fixtures for that new unit they 
opened over in Hummingburg. That 
makes thirteen stores, now, doesn’t 
it?” 

“Yes, and that probably accounts 
for the increase in sales. But it 
also accounts for the increase in 
merchandise, and in accounts pay- 
able.” He checked them off as 
he talked. “And brings us right 
back to my point that they are 
more than ever overworking their 
dollars.” 

“But they are paying all their 
bills promptly! What’s wrong with 
their getting the best possible effi- 
ciency out of their capital?” Alice 
was genuinely puzzled at V.G.’s 
attitude. 

“Efficiency is one thing. Paring 
working’ capital down to shoe- 
string proportions is another. It 
leaves no margin for error—no 
room -for contingencies.” Vesty 
leaned back once more in his chair, 
obviously enjoying the opportunity 
to drive his point home. (“He’s in 
his teachy mood this morning,” 
thought Alice.) “This is a typical 
fast-trading set-up, Miss Lert: 
Working-capital too small; there- 
fore too great ‘a portion of it neces- 
sarily tied up in inventory.” He 
tolled the points off on the fingers 
of his left'hand. “A cash business, 
usually; and entirely too dependent 
on a very rapid inventory-turnover. 
It all hangs together as long as the 
wheels whir but fast. Slow it down 
and it flies apart. Look! I’ll show 
you,” he said with sudden inspira- 
tion. 


He tapped the Mausoleum—his 
ledger of dead accounts that he in- 
sisted on keeping on his desk these 
days as a grim reminder of what 
could happen again. “This same 
outfit took us back in ’33, in re- 
organization proceedings. Get out 
the old file, and let’s see what made 
it fly apart then.” 

When Alice produced the file, he 
turned to his post-mortem analysis 
of the causes of the failure. There 
was a three-year spread of com- 
parative statements, and another 
of ratios. | 

“Here you have a fair picture of 
the effects of the slowing down 
process,” Gates began. “They had 
had several good years prior to this 
period, and had pulled most of the 
profits out of the business. Then 
came the depression. Sales de- 
creased each year. Notice the 
working capital turnover: 13, 12, 
103. Inventory turnover slowed 
down, too. That’s where the trouble 
started.” 

Alice pointed in surprise to the 
successive inventory figures on the 
three statements. “Why, they 
actually went up! It wasn’t very 
smart not to reduce the inventory 
in proportion to the reduced sales.” 

“In theory they should have done 
that. In practice it’s not so easy 
if you have been turning your in- 
ventory rapidly. In the first place, 
when sales drop, obsolete merchan- 
dise can pile up quickly. Then, 
too, you have overlooked the de- 
pression factor, and its psyehologi- 
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cal aspects. You can get by with 
a minimum inventory and sell it 
quickly when people are in a buy- 
ing mood, and come in. and take it 
away from you. But when they go 
bearish, they get choosey: they hem 
and haw and walk out. Competi- 
tion gets rough. It takes many 
forms, including that of a wide 
variety of merchandise—multiple 
choice for the customer. All this 
tends to pile up the inventory for 
the unwary merchant in hard 
times.” : 

“Well,” he continued after a 
pause, “It’s easy to see what hap- 
pens from then on. Inventory- 
to-net-working-capital ratio gets 
further and further out of kilter: 
147%, 160%, 170%; inventory 
turns into cash mighty sluggishly 
with the decreased sales and ‘turn- 
over; that slows down payments; 
debt piles up.” He checked off the 
current ratios, diminishing at the 
rate of 2.34, 2.25, and 2.13; and 
pointed to the rising ratio of cur- 
rent debt to net worth: 36, 40, 46. 
“It all makes a consistent picture.” 

Alice asked, “Did they fail just 
after that last statement?” 

“No, not until fall of the follow- 
ing year. ‘In 1932 things really 
began to happen. These statements 
are only an indication of the trend 
that went into such serious propor- 
tions in the following year. There 
was no interim statement in mid-32, 
but after they petitioned for re- 
organization in the fall, we got 
pretty nearly the true picture 

(Continued on Page 40) 





More About Secured Credits 
Bills of Lading Can Be Used to Protect Sellers 


security devices in general we 
commonly overlook the in- 
genious ways in which bills 
of lading can be used to provide 
security. Through the proper use 
of bills of lading a seller can ship 
goods to a customer whose finan- 
cial responsibility would not ordi- 
narily justify the extension of 
credit anywhere near like the 
amount involved in such shipment. 
Furthermore, this security device 
can also operate as a means of 
facilitating the raising of money on 
the part of the customer with 
which to pay for the goods, as will 
be shown further in this article. 


~ When we talk about credit 
be 


How They Function 


Some knowledge of the legal 
effect of these instruments is essen- 
tial to fully appreciate how they 
may serve and function to such 
good avail. The primary thing to 
know at this point is the difference 
between “straight” bills of lading 
and “order” or “negotiable” bills of 
lading. 

A straight bill of lading is simply 
a receipt issued by the carrier for 
the goods delivered to it for trans- 
portation and generally contains 
the terms and conditions of the 
contract of transportation. While 
the bill or a copy of it is usually 
forwarded by the shipper to his 
customer there is, nothing of any 
intrinsic value in it to the customer. 
He is not a party to the bill of 
lading. He cannot, on the ground 
of the bill of lading itself, demand 
the delivery of the goods. He is 
entitled to the goods, of course, and 
upon payment of charges if any, to 
receive the goods. But that is only 
because the shipper has identified 
the consignee as the one entitled to 
receive the goods. The railroad 
(or other carrier) agrees in the 
straight bill of lading to deliver the 
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goods to the consignee; hence the 
carrier is bound to surrender the 
goods to the consignee on its con- 
tract, but not because the produc- 
tion of the bill of lading (copy of 
it) is the necessary sesame to re- 
lease the goods. . 


Carriers Sometimes Confused 


Carriers have at times refused 
to surrender possession of goods 
shipped under a straight bill of 
lading without production of it, be- 
cause of an erroneous conception 
as to its true nature. In Edelstone 
v. Schimmel, 233 Mass. 45, a con- 
signee under a straight bill of lad- 
ing, from whom the consignor had 
withheld it, pleaded that he had 
been unable to obtain the goods 
without possession of the bill of 
lading. But the Court in that case 
said: “It is the general rule that a 
non-negotiable contract of ship- 
ment by a common carrier is dis- 
charged by delivery to the con- 
signee without the surrender or 
production of the bill of lading. 
The fact that one is consignee is 
evidence of ownership.” 


“Order” Bills 


Now the very opposite result is 
achieved by the use of an “order” 
or “bearer” bill of lading. And 
when we have observed the legal 
difference between the straight and 
the order bill of lading and the 
workings of the latter we come to 
realize what an instrument of enor- 
mous expediency it can be. Per- 
haps the quickest way to appreci- 
ate the possibilities of a negotiable 
bill of lading is to note an analogy 


between it and a negotiable instru- 
ment for the payment of money. 

Negotiable instruments (and cer- 
tainly those which hold the promise 
of the United States of America to 
“nay to the bearer on demand 
FIVE DOLLARS”—the usual $5 
bill) pass from hand to hand as 
though they actually were the five 
dollars. No distinction is made 
between a promise to pay five dol- 
lars and the five dollars themselves. 
The difference between a “bearer” 
instrument and an “order” instru- 
ment should of course be made 
clear—in the former negotiation is 
by mere delivery while in the latter 
(order) negotiation is by indorsing 
and delivery. Naturally not all 
negotiable instruments have the 
same practical facility of negotia- 
tion as a federal reserve note for 
obvious reasons. But in principle 
they are similar. 


B/L Becomes Title to Goods 


Because of the negotiable char- 
acter of order bills of lading and 
the uses to which they have been 
put they have acquired the charac- 
teristic of being symbols of the 
goods themselves. If a railroad 
issues a bill of lading to the order 
of some one it agrees to deliver the 
goods to the one to whom they 
have been ordered delivered. The 
order, if there is one to deliver to 
a party other than the consignee, 
must appear on the bill of lading. 

But it is quite clear that the rail- 
road delivers the goods to a con- 
signee at its peril if the bill of 
lading is not surrendered, because 
though it was issued with the con- 
signee’s name in it, it might have 
been indorsed to some other per- 
son; indeed since it was originally 
issued it could have been indorsed 
a number of times. Thus it has 
come that transfer of an order bill 
of lading is the same as transfer of 
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title to the goods. The order bill 
of lading is representative of the 
goods themselves. Possession of an 
order bill of lading (properly in- 
dorsed) puts the property repre- 
sented by the bill in the power and 
control of the holder. Forbes v. 
Boston & Lowell Railroad, 133 
Mass. 154. 


B/L as Security Device 


With this background on the 
subject of bills of lading we move 
on to the subject-matter in chief, 
namely, the use of bills of lading 
as a vendor’s security device. The 
Uniform Sales Act has indeed codi- 
fied the legal effects for us and the 
pertinent provisions are set forth 
herein. These provisions appear in 
the Uniform Sales Act, Sec. 20 (2) 
(3) (4). However, Massachusetts 
has removed these provisions from 
their Uniform Act and had put 
them in their Bills of Lading Act 
(C. 108, Sec. 38) and it is possible 
that some other states have done 
likewise. 

First, Sec. 20 (2.) provides as 
follows: 


Where goods are shipped, and by the 
bill of lading the goods are deliverable 
to the seller or his agent [Italics ours], 
or to the order of the seller or of his 
agent, [Italics ours], the seller thereby 
reserves the property in the goods. 
But if, except for the form of the bill 
of lading the property would have 
passed to the buyer on shipment of 
the goods, the seller’s property in the 
goods shall be deemed to be only for 
the purpose of securing performance 
by the buyer of his obligations under 
the contract. 


Modus Operandi 


Putting this all to practical use 
now, we suppose that a seller has 
received an order from a prospec- 
tive buyer for a substantial amount 
of goods. The seller’s credit man- 
ager is in grave doubt about the 
financial and credit responsibility 
of the customer. Hence, being 
familiar with the device above de- 
scribed he notifies the customer of 
the terms under which he is willing 
to ship. This he should do if they 
are different from the terms ex- 
pressed in the customer’s order; for 
unless the shipping and selling are 
in accordance with the customer’s 
offer to buy, there may be no bind- 
ing contract. Coming back to our 
credit manager; he notifies the cus- 


tomer that he has accepted the 
order but he is shipping with a bill 
of lading made out to his own firm 
(the seller). The customer accedes 
to this, hence a contract is mutually 
binding on these new terms. 

What is the purpose of this? 
When the seller consigns goods to 
himself at the customer’s destina- 
tion, on an order for those same 
goods from the customer, he does 
not intend to merely make himself 
owner of the same goods at another 
point. His purpose is entirely one 
of security. He intends that the 
customer is to be owner, subject 
only to getting payment for them. 


Buyer Takes the Risks 


In all other respects therefore the 
buyer is the actual owner of the 
goods—possession of them being 
retained under a security title or 
lien. If such be the case (and such 
is the effect of the above-quoted 
portion of the Sales Act) all the 
other incidents of ownership attach 
to the goods. For example, the 
risk of loss, spoilage, are on the 
buyer. If there is any doubt that 
these risks are on the buyer the 
Sales Act, Sec. 22 (a) clears it up. 
Thus: 


Where delivery of the goods has been 
made to the buyer, or to the bailee for 
the buyer [this can be the carrier] in 
pursuance of the contract and the 
property in the goods has been re- 
tained by the seller merely to secure 
performance by the buyer of his obli- 
gation under the contract, the goods 
are at the buyer’s risk from the time 
of such delivery. 


To be consistent however, the 
rights of ownership enure to the 
buyer. Thus while he cannot ob- 
tain possession of the goods till the 
seller (in the case of a straight bill 
of lading) orders the carrier to de- 
liver to the buyer or (in case of an 
order bill of lading) he indorses 
and delivers the bill to the buyer 
so he can obtain the goods by sur- 
render, he can nevertheless main- 
tain any actions against the carrier 
for negligence. 


Advantages on Both Sides 


There are many modes of accom- 
plishing the result described herein. 
The seller may have the bill of 
lading issued to an agent at the 
buyer’s destination “notify buyer 
on arrival.” Alderman Bros. Co. v. 
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Westinghouse Air Brake Co., 92 
Conn. 419. A seller, however, may 
not have an agent at this point nor 
will he find it convenient to be on 
hand when the goods arrive to 
arrange for the necessary details 
for collection and release of the 
goods to the buyer. Hence he may 
use an order bill of lading, indorse 
it in blank, and send it to a bank 
in the buyer’s neighborhood with 
instructions as to the mode of settle- 
ment. 

It is here that this whole scheme 
may be of the utmost advantage 
to the buyer. If he is one who 
cannot finance the purchase of such 
a substantial amount as is involved 
in the transaction we are construct- 
ing here, he may be enabled to ob- 
tain financing from a bank, using 
the very goods themselves as secur- 
ity for a loan from the bank. The 
bank may, for example, advance 
the funds (or some portion of 
them) to pay the sight draft ac- 
companying the bill of lading, put 
the goods in a warehouse and take 
a warehouse receipt as security for 
the loan or it may take trust re- 
ceipts or merely a note from the 
customer depending upon the confi- 
dence and relations of the bank in 
and with the customer. 

Some sellers have the bill of lad- 
ing issued to the order of the bank 
in the first instance instead of to 
the seller and the same result is 
accomplished. The specific mode 
is one which depends upon the sel- 
ler’s own choice and the circum- 
stances in each case. There may 
be advantages in one way over 
another, depending upon the con- 
ditions. 


When Buyer Doesn’t Settle 


In this connection it may be well 
to consider what a seller may do 
in the event that the buyer has 
failed to settle for the goods. If 
the buyer has not been able to pay 
or refuses to pay, the seller is of 
course left with the goods on his 
hands. But this is better than if 
he had parted with them to a cus- 
tomer who is either insolvent or on 
the brink of insolvency. The seller 
has a right (as having a lien on the 
buyer’s goods) to sell them or 
otherwise dispose of them (as for 
example by negotiating an order 
bill of lading to third persons with- 

(Continued on Page 39) 


11 





Practical Public Relations 


Every Employee Is An Advertisement for His Ferm 


I’m not going to be pre- 
= sumptuous and try to tell you 
uw how public relations affects 
credit. Credit is your busi- 
ness. But-public relations is mine. 
And I can tell you a bit about how 
public relations affects business in 
general. The application is yours. 
First of all let’s do a little 
straight thinking on that phrase 
“public relations.”” Those two 
words are not esoteric mumbo 
jumbo. They don’t mean some 
fancy flubdubbery. There’s nothing 
really new about public relations. 
It’s just a new way of saying a lot 
of things we all know. Grand- 
mother called it “putting your best 
foot forward.” Even before we 
grew up we knew most of the 
fundamentals of good public rela- 
tions. If you don’t believe me, 
think back to the days when you 
were trying to impress your first 
girl friend or boy friend. You 
didn’t have to read a book on how 
to win friends and influence people. 
You knew what to do. 

Our personal public relations still 
are just as simple as that. We can 
make people like us if we want to. 
We know we can; and if it’s im- 
portant enough to us, we do. 

It’s when we start thinking of 
Public Relations in terms of larger 
groups of people—people who don’t 
always approach the same things 
in the same way—that public rela- 
tions can become involved. But as 
the number of people involved in- 
creases, so does the importance of 
our public relations. 

In the over-all operation of a 
Company, public relations work is 
as important as production or sales 
because these activities cannot 
achieve maximum success unless 
they are carried on in an atmos- 
phere of public friendliness and 
confidence. For this reason, a pub- 
lic relations program, in which all 
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members of the organization can 
cooperate, is vital to the company 
as a matter of good business. 


Public Confidence Essential 


If we want our company to con- 
tinue to grow and prosper, we must 
enjoy the public confidence. All 
corporations face the same prob- 
lems. All must do the things, and 
say the things that make friends. 
All must try to avoid situations 
that limit sales and profits because 
of conflicts with employees, pro- 
ducers, stockholders, or the people 
themselves. 

Every salesman knows that he 
must be acceptable to his prospect 
before closing a sale. Just as a 
salesman studies his prospect and 
his prejudices, so corporate man- 
agement should learn to understand 
its public. This is a much harder 
task. But it is a necessary one. 
Only by knowing what people ex- 
pect of us as a business can we go 
about the job of winning public 
support. 

A corporation is all things to all 
men. Borden’s, for example, is out 
to earn a profit by producing mer- 
chandise. But the public looks to 
us for many other things. The 
public looks to us for jobs and mar- 
kets, as well as goods and dividends. 
What the people want from us, of 
course, varies, since the people with 
whom we deal are actually divided 
into many specific publics, each 
with its own selfish interests, and 
one sometimes in conflict with the 
others. 

But, since our public relations 
grow out of serving all of these in- 


terests, it is important that we un- 
derstand that each public judges us 
almost exclusively on how well or 
badly we serve its specific needs. 
For this reason, we study the Com- 
pany’s principal publics, and con- 
sider what each expects from it. In 
our case, our chief publics are con- 
sumers, farmers, employees and 
stockholders. What does each one 
expect of us? 


Consumers Want Value 


One hundred and forty million 
consumers want good merchandise. 
They want it with efficient, reliable, 
courteous service. And they want 
it at a reasonable price. 

Fifty thousand farmers who sell 
us milk and other produce look to 
us for a steady, regular market. 
They want good prices for what 
they produce. And they want to 
deal with a company that treats 
them fairly and squarely. 

Another public is made up of our 
30,000 employees. Since all of us 
work for a living, we should under- 
stand the wants of this group pretty 
well. We know that they want 
good wages, and that they expect 
steady, secure employment. Also, 
they want to be regarded as indi- 
viduals, and receive recognition for 
the job that they are doing. 

Finally, our fourth special public 
are the 49,000 stockholders. Man- 
agement exercises a stewardship for 
the owners of the Company. As 
investors, they look to management 
for sound, constructive policy, and 
a good, efficient job of running the 
Company. They trust management 
to protect their equity in the Com- 
pany. And they want good, reg- 
ular dividends. 

These, then, are the special wants 
of our major groups, and each will 
judge us on how well we satisfy its 
special needs.. What they want of 
us is also, generally speaking, ex- 
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pected by the public as a whole— 
that vast army of millions of Amer- 
icans who may not deal directly 
with us but who nevertheless look 
to all corporations for a perform- 
ance in the public interest. From 
us they demand fair dealing for 
each of the individual groups. In 
addition, they assume good citizen- 
ship on our part. 

The people expect to find in cor- 
porations the characteristics of 
good individual citizens—integrity, 
observance of the laws and the 
rights of others, and a genuine in- 
terest in the community and gen- 
eral welfare. And their judgment 
of a corporation is based upon how 
well it lives up to these responsi- 
bilities. 


Groups Interrelated 


The publie’s concern about how 
we satisfy the needs of special 
groups is not difficult to understand 
if we consider how the lines of in- 
terest cross from group to group. 
All of them work, buy goods, invest 
savings. Employees are consumers, 
and consumers may be stockhold- 
ers, and stockholders may be milk 
producers. And all of them are 
voters. Each has a primary inter- 
est, but all may have secondary in- 
terests in another function of the 
company. 

Getting all of these groups to 
understand that business can serve 
their interests as well as its own is 
the big public relations problem 
facing America today. All business 
has a stake in preserving the profit 
system. All people in _ business 
should put their shoulders to the 
wheels moving toward a_ better 
understanding. We must show how 
our system of free enterprise ac- 
commodates itself to a free, demo- 
cratic society, and demonstrate to 
the people that the profit motive is 
good for all. 

All of the wants we serve—the 
needs of consumers, of farmers, of 
employees, of stockholders — are 
well taken care of because of this 
profit motive. Profit powers our 
entire economic system, gives it a 
productivity that no other economic 
or social system has yet achieved. 

Paralyze, remove, or destroy this 
power plant, and the present satis- 
faction of all public wants would be 
impossible. However, the public 
has yet to be convinced that the 


power plant works for it, as well as 
for the owners of business. Edu- 
cating the public is a job that must 
be done by actions as well as words. 


Profit System Must Be Sold 


Since Americans are a free 
people, private enterprise depends 
for its security on their belief, upon 
their acceptance and cooperation. 
Since they are a democratic people, 
the majority must be convinced 
that the profit system is good for 
them. Public support can’t be 
ordered, and it can’t be bought. 
That approach succeeds only in dic- 
tatorships. In a free democracy, 
it can be obtained only through an 
appeal to self-interest of the major- 
ity. Unless business, through good 
public relations, can do this it will 
fight a losing battle with the people 
who are attacking it or trying to 
change the economic system. Labor 
leaders have recognized that their 
movement can succeed only if it is 
presented as being good for all of 
the people. This is the approach 
that business should use if it is to 
hold majority support in this 
country. 

Certainly the profit system is in 
need of friends. Even though its 
position improved from depression 
days through the war, it is again 
losing favor among the people. It 
is suffering the effects of successful 
propaganda efforts by the unions 
and by government during the pres- 
ent inflationary trend. From ac- 
ceptance of charges about profits to 
belief in government control is but 
a very short step. In fact, by sur- 
vey about one-fourth of the people 
believe they would get more for 
their money if all business were op- 
erated by the government, 


Public Opinion Changes Rapidly 


Yet this public reaction does not 
have to be accepted as final. Pub- 
lic opinion changes from day to day 
in response to policies, and actions, 
and words. All one has to do is 
look at the political situation. 

A year and a half ago, nobody 
would have given a plugged nickel 
for Harry Truman’s chances for re- 
election. Polls showed almost any- 
body the Republicans wanted to 
put up could have beaten him. 
Whether through his smart political 
action, poor planning and execution 
by the Republicans, or what have 
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you, today, since Eisenhower has 
withdrawn from the picture, public 
opinion polls show Truman leading 
over any of the Republican aspir- 
ants. 

Before the war, too, public opin- 
ion studies showed that there was 
a strong rising sentiment for gov- 
ernment operation of the railroads. 
Railroad management was con- 
cerned about this trend. When the 
war came, the roads did an out- 
standing job of serving the nation. 
And they didn’t let the country 
overlook it; they told over and over 
again how good that job was. Asa 
result, there was a dramatic rever- 
sal of trends. The railroads are 
breathing easier today. 

How do we go about achieving 
popularity: How do we demon- 
strate that Borden’s or General 
Electric or the New Haven Rail- 
road are important to the country, 
and are good citizen-industries in 
our hundreds of communities? 
What can we do to win public 
favor? Where does the public re- 
lations man come in? What part 
can everybody in the country play 
in a public relations program? 


Public Relations Phases 


We make or lose friends for the 
company by the things we do or 
fail to do. And almost every activ- 
ity of the company bearing on the 
public interest falls into three 
phases, or stages. The first stage 
is policy—where the company—or 
any of its operating units—decides 
what will be done in a given situa- 
tion. This decision is made by 
management, divisional or local, as 
the case may be. But, in arriving 
at it, management can call for pub- 
lic relations advice on how its 
policy can be shaped with a mini- 
mum of friction with our publics. 

From policy the next step is prac- 
tice. Management has spoken— 
and it’s now up to the organization 
to put the policy into effect. We 
are now doing something about a 
problem. Just as “faith without 
good works is dead,” a policy not 
put into practice has little value in 
public relations. This practice 
phase is carried out by every em- 
ployee in the organization. 

From policy and practice we 
move into the third phase—that of 
publication. This is the stage 
where we announce that manage- 


13 





ment has decided upon a policy 
that is in the public interest, and 
that the organization is actually 
putting the policy to work. Unless 
these facts are known, the com- 
pany’s public relations may have 
gained but little through good poli- 
cies and practice. The publication 
stage calls for the specialized know- 
how of public relations people, 
although both organization and 
management play an .important 
part here also. 

The three “Ps”—policy, practice, 
publication—are involved in almost 
every move we make in our busi- 
ness. We make a good decision, 
we put, it into effect, we tell about 
it. The application of the three 
“Ps” by enlightened management 
and competent public relations 
practitioners, aided by employee 
cooperation, is essential in getting 
good publie acceptance for the com- 
pany, 

Stressing the importance of pub- 
lication is the fact that certain or- 
ganizations stand between the com- 
pany and each of its publics. They 
complicate our relationships, While 
some of these organizations have 
valid, reasonable objectives, the 
growth of many of them is encour- 
aged by public misunderstanding 
of the company. For this reason, 
it is important that we lay down 
the facts in clear, definite terms. 

Attacks by some of these groups 
create a “low. ceiling,” over the 
company, hampering its growth and 
prosperity, and making very neces- 
sary a program such as that spon- 
sored by the company’s public re- 
lations department. 

A public relations department is 
staffed by people whose specialized 
training and experience fit them for 
this kind of work. Just as a sales- 
man understands the psychology of 
the individual, public relations 
people are expected to understand 
the mass mind and how to sell the 
company to its various publics. 


Elsie 


If you'll pardon my frequent 
dragging in of the Borden name— 
but it is Borden’s public relations 
program that I know—we are for- 
tunate in having an outstanding 
public relations figure—Elsie The 
Cow. Her actions, her appear- 
ances, her sayings in ads, may seem 
to the casual observer pure circus, 
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but underneath the dressing is a 
carefully planned program of pub- 
lic relations as well as sales promo- 
tion. 

I'll concede that at first Elsie, 
like Topsy, just growed. From one 
of a group of cows in an advertise- 
ment to doctors, she quickly leaped 
into spokesman for our company. 
Public demand created Elsie in the 
flesh at the New York World’s Fair 
in 1940, and public demand kept 
Elsie alive when our first, great lac- 
tress was killed in a truck accident. 

Since that time Elsie has become 
a leading public relations instru- 
ment. In the war years, she spoke 
in advertisements for War Bonds, 
Food Conservation, Scrap Drives, 
all the government sponsored war 
effort. In personal appearances she 
raised $10,000,000 in War Bonds, 

And Elsie speaks for us too. 
Many of you have seen our last two 
annual report ads, in which our bo- 
vine queen spells out what happens 
to the money Borden’s makes. A 
Starch survey of that ad, as run in 
the Saturday Evening Post, showed 
that 121% more women noticed the 
ad than noticed the average piece 
of copy in that issue, and this is 
unbelievable—416% more women 
read most, of that ad than read 
most of the other ads. 


—And Her Young 


You all haye heard, I’m sure, of 
the recently ended contest to name 
Elsie’s baby. The prizes were not 
great as contests go—a total of 
$25,000. The promotion was con- 
fined to store displays and national 
magazine advertising, plus what 
publicity we thought we could get. 
When this content was launched, I 
was head of publicity for Borden’s. 
Frankly, I was not too hopeful 
about free space. But my job was 
to get in there and pitch. 

With the results in, J am over- 
whelmed. Newsweek, Time, Look, 
Business Week, The Ladies Home 
Journal, Country Gentleman, Par- 
ade, American Weekly, the leading 
columnists, wire seryices, feature 
pages, all pitched in to weleome the 
new baby and plug the name- 
search. 

Why? I wish I could say it 
was because I’m the world’s most 
brilliant press agent. But actually 
it’s because Elsie is healthy — 
she’s clean, she’s “homefolks,” she’s 


amusing. And being all these 
things that we like to think essen- 
tially Ameriean, people believe in 
her, and believe to a large extent 
in the company she represents. 

A recent survey shows that 78 per 
cent of the people recognize Elsie 
and identify her with Borden’s. A 
leading presidential aspirant is sec- 
ond with 73 per cent, and poor old 
Henry Wallace is way down the 
line with a 60 per cent rating. 


And Elsie is one more example 
of good public relations practice. 
She is a cooperative effort. Borden 
employees can tell you quite a bit 
about Elsie and do. Management, 
is, of course, solidly behind Elsie. 
And the advertising and public re- 
lations departments are articulate 
about her. 


Everyone Pulls Together 


Cooperation of this kind can 
really put a public relations pro- 
gram to work. Obviously the De- 
partment has no monopoly in this 
field. Everybody in the company 
has a part in public relations. 
Everyone in the organization 
should share in the job. Public re- 
lations people can coordinate the 
work, provide ideas and plans, and 
serve their company with the spe- 
cialized know-how. But in every 
community, local employees must 
spearhead the work, do the public 
relations thinking and doing that 
result in public acceptance of the 
company in that community. 

The men in management, recog- 
nizing the importance of good pub- 
lic relations to the company’s con- 
tinued progress and development, 
can put public relations projects to 
work and inspire rank and file em- 
ployees to become actively inter- 
ested in winning friends for the 
company. 

If we remember that our public 
relations is every action done, every 
word spoken, by everyone. in the 
company to convince the public 
that our company is a good one to 
do business with, we can secure our 
company’s future. We can build 
an atmosphere favorable to sales 
and earnings and speed our com- 
pany’s progress and growth. And 
in building and protecting our own 
company, we are building and pro- 
tecting a system that. has made us 
a strong and successful nation. 


CREDIT AND Financia MANAGEMENT, May, 1948 





Men and Machinery 
Credit Men Would Do Well To Study Human Relations 


tions, or labor relations, or 

human relations — all names 

now being used for the same 
subject—may be considered from 
two aspects. As the artist uses 
brushes, paints and palettes to pro- 
duce a picture, so the industrial re- 
lations specialist also uses his tools 
to reach an objective. His ap- 
proach to his problems is likely to 
be confined too largely te his tools 
— bargaining techniques, labor 
laws, job evaluations, employee se- 
lection and training procedures, etc. 
My discussion of the subject will 
lead instead to a consideration of 
the objectives to be reached rather 
than of the tools to be used, and to 
the importance of reaching these 
objectives if our American institu- 
tions of free enterprise and popular 
government are to be preserved. 

I would be presumptuous indeed, 
were I to offer my views as highly 
authoritative. I offer them with 
due humility, and ask only that 
they be considered in the light of 
our national and _ international 
problems of grave moment. 


* The subject of industrial rela- 


Harmony Is the Goal 


In industrial relations the objec- 
tive for which we should strive is 
the creation of a harmonious, con- 
tented and efficient working force 
with the maximum rate of produc- 
tion at the lowest possible costs 
consistent with fair wages, be the 
workers production, sales, clerical 
or administrative, organized or un- 
organized. 

Such a force in each organization 
makes for greater production of all 
the commodities so sorely needed 
by the millions of people who have 
been impoverished by war, and 
who must be helped by us, and at 
the same time preserves our own 
economic strength and our political 
and economic systems. 


by C. H. SONDHAUS 
Director of Industrial Relations 
NATIONAL LEAD COMPANY 
Pacific Coast Branch 
San Francisco 


We are witnessing the great dif- 
ficulty of production in countries 
disorganized by war, and we are 
witnessing the clash of opposing po- 
litical and economic systems, and 
the bewilderment of the people in 
impoverished countries, concerning 
which systems are best adapted for 
their wellbeing. We see these 
people deluded by propaganda of 
politicians who are hungry for 
power to be used for their selfish 
ends and who are utterly callous 
concerning the welfare of the people 
they wish to exploit. We see totali- 
tarian theories gaining more and 
more converts in many countries 
who thus become menaces to our 
way of life. Through totalitarian 
leadership of these police states, we 
have become the target of propa- 
gandists for these other systems, 
who would overthrow ours. 


Preserving Our System 


We believe in our system. We 
see its results. We see our people 
enjoying one of the highest stand- 
ards of living ever known. But 
it does not necessarily follow that 
other peoples believe that our sys- 
tem is best. In fact, they are being 
taught quite differently, and their 
leaders are working very diligently 
in America through labor unions, 
through universities, through party- 
line front organizations, to destroy 
our political and economic systems. 
While it is more difficult for them 
to make progress with our far more 
prosperous workers, than it is with 
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half starved hopeless inhabitants of 
other countries, yet they are mak- 
ing progress. How shall we protect 
ourselves? 

We shall be better able to resist 
this threat by striving for a more 
harmonious relationship between 
labor and management. This should 
be the objective of business man- 
agers and industrial relations exec- 
utives. It can best be reached by 
using every means to increase the 
happiness, wellbemg and efficiency 
of all classes of workers. The stake 
in this effort may well be the con- 
tinued existence of our country and 
its institutions. The job is impor- 
tant; don’t you think so? 


Four Basic Desires 


Warfare between labor and man- 
agement is similar to war between 
nations. Nobody really wins. 
Granted that communists and 
selfish labor leaders provoke labor 
troubles for their own ends, what 
should be the opposing strategy? 
The right kind of treatment of 
workers by management. 

I recommend that you read 
“Revolution on the River Rouge” 
in the February 1948 Readers’ Di- 
gest, and consider the Roper survey 
findings. One important finding 
was that every American worker 
(and this is all-inclusive, not only 
labor union members) wants four 
basic things: first, a sense of secur- 
ity; second, an opportunity to ad- 
vance; third, to be treated like a 
human being rather than a number 
on a payroll; fourth, a sense of hu- 
man dignity that eomes from feel- 
ing that his work is useful to so- 
ciety as a whole. If management 
will try to show workers that it is 
sincerely striving to give them these 
things, then we can begin to fear 
communism less. 

There are many American busi- 
ness organizations today which are 
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trying to reach this objective, and 
which are trying to convince their 
workers that they are. A new 
word, “communications”, is coming 
into the jargon of professional 
industrial relations men. Organ- 
izations are busy pouring out 
“canned” sales-talks to convince 
employees that they are working 
for organizations that have the 
workers’ interests at heart. 

Much of this printed matter is 
good. We must teach our citizens 
the fundamentals of economics; 
why profits, and what they mean 
for job security, why this or that 
rate of pay for each job, what is 
the workers’ fair share and inves- 
tors’ fair share of the fruits of in- 
dustry, what are the consumers’ 
rights to a fair price, how wages, 
other costs, profits, taxes, money 
supply, all operate to make a sell- 
ing price. 

If we are to convince our em- 
ployees that we really think they 
are a part of our organization and 
members of our “team”, we must 
tell them more about the “game”— 
the business, its products, their pur- 
poses, the competitive problems, 
why competition is necessary, the 
need for profits to reinvest in more 
efficient production equipment, the 
importance to the team of manage- 
ment’s job, the salesman’s job, the 
production worker’s job, the cleri- 
cal job, ete. 


Actions, Not Words 


Much of this material will help 
to put a brake upon the progress of 
communist agitators. However— 
and this is most important—the old 
adage “Actions speak louder than 
words” has an application here. It 
is not enough to hand out the leaf- 
lets, pamphlets and bulletins. They 
must be accompanied by fair treat- 
ment, including wages and other 
benefits, a friendly smile, a sincere 
interest in the worker and his prob- 
lems and a respect for his dignity. 

“Communications” should be a 
two-way road between workers in 
management and workers in the 
shop or office. We often hear “my 
door is always open to any of our 
employees”. Fine, if true, and if 
the employee is always treated with 
dignity and as a friend and fellow- 
worker, and is made to feel at ease 
with the boss. You can be sure 
that he will always be welcomed 
in that way by the union business 
representatives and the shop stew- 
ard. Unions will be with us until 
management has thoroughly con- 
vinced the worker that he does not 
need a union for his protection. 


Applied to Credit Men 


Why should all these remarks on 
industrial relations be made to 
credit men? Many business man- 
agers think of credit men only as 


guardians against bad debt losses, 
without realizing that to meet that 
requirement credit managers must 
themselves have a thorough under- 
standing of all the factors which 
operate to make a business success- 
ful or unsuccessful. In fact, many 
experienced credit managers finally 
graduate to the job of managing 
their companies, because of the 
training in successful management 
which they get in studying the af- 
fairs of their customers. 

The most important factor in the 
success of any business is the qual- 
ity of its manpower, from the top 
down. Men make profits, not ma- 
chinery, inventories and capital. 
These are but tools, which must be 
used successfully by men if profits 
are to be satisfactory. Therefore, 
credit men should acquaint them- 
selves with the industrial relations 
policies of their customers, as these 
policies determine largely the 
calibre and working efficiency of 
the manpower of each organization. 
This in turn determines whether 
the business will become successful 
or continue to be successful, and 
whether the credit risk you take in 
selling the organization is a safe 
one. And, above all, you should be 
interested in this subject because 
your country’s safety, and conse- 
quently your own and that of your 
sons and daughters, may be at 
stake. 


Goodwill by Personal Contact 


An Unlimited Sales Field for Credit Men 


by your desk and asked you, 
“Do you know anybody over 
at Company? We've 
got a problem there, and we could 
solve it better by personal contact.” 
That is just one of the many 


IT CAN 
HAPPEN AGAIN! 
See Page 8 


*. Has your boss ever stopped 
. 


by F. E. WARD 
Credit Manager 
J. K. GILL COMPANY 
Portland 


examples of why personal contact 
is superior to letter writing, tele- 
grams, or even the _ telephone. 
Knowing your customers personally 
through meeting and talking with 


them can serve in many ways to 
cement customer relations and 
create goodwill. 

The credit man is often called 
upon to explain involved accounts, 
handle complaints and to make ad- 
justments. Simple matters should, 
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of course, be handled by letter or 
telephone because of the time ele- 
ment, but in a serious case, a per- 
sonal call is in order, even though 
a trip out of town is involved. By 
skillful scheduling, several calls can 
be made in one trip with a resulting 
multiplication of good results. 


Difficult Assignment | 


From a practical standpoint, it is 
extremely difficult to build goodwill 
during a collection contact. A good 
Credit Man does well to avoid 
creating ill-will. But, in calling to 
explain an account, or to make an 
adjustment, he has an unlimited 
field before him in which to work 
toward making that customer a 
better customer for his firm. 

Before going any further, let us 
take a typical example. One of the 
salesmen comes in from a trip and 
reports that he failed to get an 
order from a customer because he 
is “sore” at the firm. He has a 
complaint, feels he has an adjust- 
ment coming, or just can’t under- 
stand the bookkeeping or the bill- 
ing. His principle “ beef ” is at the 
office. As, in many cases, the credit 
man is also -the office manager, he 
instantly realizes that this is his 
problem, and that he should take 
immediate action. 


Oiling the Machine 


When the occasion presents itself 
for a call of this nature, the experi- 
enced credit man will follow certain 
procedures to insure the success of 
his mission, constantly remember- 
ing that his mission is to satisfy 
the customer, overcome his hostil- 
ity to the firm, and to end up by 
making him a better customer than 
he was before. 

First, he should telephone the 
customer (don’t be afraid to use 
long-distance) and ask for an ap- 
pointment. This is only common 
courtesy. The customer is very apt 
to be a busy man, and he will ap- 
preciate the consideration you have 
shown. He can then set aside time 
for your call, thus saving time for 
you both. Above all, he will be 
prepared for your visit and will 
have all his papers and references 
ready for easy use. 

Second, the Credit Man should 
assemble all his data, and have his 


information readily available be- 
fore he leaves his office to make the 
visit. This information should be 
carefully studied, as nothing could 
defeat the purpose of the call so 
quickly as not to be prepared com- 
pletely and to be ready to answer 
any and all questions without hesi- 
tation. 


Let Him Do the Talking 


Once you are with your cus- 
tomer, be a good listener. Let him 
tell you all about his troubles, and 
don’t interrupt him. Take a few 
notes if you feel the need, so you 
can ask questions after he is 
through. When this is done, the 
customer will unconsciously begin 
to feel better toward you and your 
firm because he is being subtly flat- 
tered by your undivided attention. 

After the customer has had his 
say, you can then feel free to state 
your case if there is any room for 
further discussion. If, in the case 
of a request for an adjustment, you 
feel that he is right, tell him so and 
assure him that he will get satisfac- 
tion. This makes the customer feel 
that your firm is just and fair, and 
that they have a positive attitude 
toward granting equitable adjust- 
ments without fanfare or wordy 
discussion. If the customer, in 
your opinion, is asking too much, 
the matter should be diplomatically 
brought to a point where a satisfac- 
tory compromise can be made. 
This involves experience and skill 
that can only be gained through the 
years and cannot be covered in an 
article as brief as this. One funda- 
mental point to remember, though, 
is to try to keep the customer’s 
viewpoint in mind, because he is 
the one to be satisfied if your firm 
is to continue doing business with 
him. 


Be Definite 


In the case of an involved ac- 
count that needs clarification, first 
find out what is puzzling him, then 
explain it as clearly as you can. 
Remember, the customer is prob- 
ably not “ office-minded” and 
neither is your salesman, who first 
uncovered this condition. That is 
why you are there. Do not leave 
the subject until you are positive 
that the customer understands your 
method and will have no further 
difficulty. 
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“...and when the heusewife slams the door, don't 
use your foot - you can’t sell brushes with your foot!” 


Thane owen COPYRIGHT 1948 CARTOONS OF Ime MONT 


Whenever possible, the complaint 
that has brought about your call 
should be settled satisfactorily be- 
fore you leave. If, for any reason, 
this is not possible, you should 
make a definite statement that 
further investigation will be made 
immediately, and that he will be 
informed of the outcome by letter 
within a few days. 

After all is done that can be done, 
assure the customer that you were 
glad to make the call and to meet 
him personally. Tell him frankly 
that you feel a short time spent in 
conversation is worth more to you 
than dozens of letters. Emphasize 
also that such calls as this are part 
of the service given by your firm. 
Conclude your remarks by offering 
your services again in the future if 
he should feel the need. 

When making your departure, do 
not linger and take up his time, but 
be sure to leave him feeling your 
genuine friendliness. It is only hu- 
man nature that he will reciprocate, 
thus paving the way to easier busi- 
ness relations in the future. 

As a further means of building 
Good Will, have the salesman re- 
port the customer’s reaction to 
your call when he makes his next 
sales contact. It not only will give 
you a sense of satisfaction that your 
call was a success, but will once 
again demonstrate to the sales force 
that the Credit Man is a valuable 
asset to them in their work. 

Finally, as a result of your con- 
tact, there will creep into your fu- 
ture telephone calls or letters to 
that customer, a personal touch 
that will be mutually agreeable and 
will further cement good relations 
between him and your firm. These 
are but a few of the advantages of 
knowing your customers personally. 
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The “New Look in Banking” 
Inflation Fight May Modify Bank Credit Poltctes 


ing? It is a fashionable title. 

People like to look for some- 

thing new in economics as 
well as in ladies’ finery. The “new 
look” in clothes shows a trend to- 
wards covering up and conceal- 
ment. The very thought of such a 
trend in business transactions is 
abhorrent to the credit man, who 
always wants to see all the figures 
and know all the facts. 

Let’s talk first about the “old 
look” in banking—the normal, well- 
established principles and practices 
which have always and will al- 
ways be fashionable among credit 
grantors. 


* Is there a “new look” in bank- 
& 


Bank-Mercantile Cooperation 


Bank credit men want to thank 
you industry credit men for your 
help in our many checkings with 
you. If we are interested only in 
routine trade clearances, we rely 
on experience as reported by the 
Credit Interchange. In_ special 
eases, however, we often want to 
make direct checkings with key 
suppliers. We, of course, like to 
know the usual information as to 
the length of time sold, recent high 
credit, present amount owing, 
amount past due, terms of sale, and 
the manner of payment. But we 
are even more interested in infor- 
mation from you as to the ability 
and general standing of the man- 
agement. We also like to get from 
you gentlemen ‘an appraisal of con- 
ditions in the customer’s line of 
business. 

Bank credit men also invite you 
industry credit men to check with 
us whenever necessary. If con- 
sideration of credit is purely on a 
routine basis, your Credit Inter- 
change Clearance will give you the 
basic bank relationship; however, 
if the size of the account warrants 
it or if specific data are needed, 
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industry credit grantors should feel 
free to check directly with the bank 
of account. In some cases you 
may prefer to place your inquiry 
with your own bank of account to 
make the checking in your behalf. 

Banks are glad to cooperate on 
this basis as a service to their own 
customers; they are also glad to 
handle this type of checking as a 
contribution to sound credit grant- 
ing in the community. 


Getting Full Cooperation 


To get the fullest cooperation 
from the bank of account, the in- 
quiring industry credit grantor 
should make a complete and intelli- 
gent. inquiry, describing his own 
relationship with the customer and 
indicating clearly the reason for 
the present checking and type of 
information that would be most 
helpful to him. As you know, 
banks normally report the length 
of time the customer has been 
known to them, the average bal- 
ances, the amount of credit ex- 
tended on a secured or unsecured 
basis, and whether or not their ex- 
perience has been satisfactory. 

We always try to be honest in 
our replies. We do not try to pro- 
tect. a crook just because he may 
happen to carry an account with 
us. We also do not knowingly give 
favorable information on a ques- 
tionable account just to induce 
other credit grantors to go along on 
an unsound situation. 

Some of our bankers’ terms are 
phrased in a round-about fashion. 


You probably have laughed about 
being told that account. balances 
average in a small one-figure 
amount; or that we loan unsecured 
to a small five-figure amount when 
the customer himself has told you 
that he owes us $10,000. 

You have often heard the rela- 
tionship with a slightly delinquent 
customer described as “generally 
satisfactory.” When we tell you 
that “dealings should be on a well- 
defined basis” or that a customer 
“looks closely to his own interests,” 
you can deduce that he is near the 
border-line of sharp dealing, if not 
actually dishonest. 

Again we invite you to check 
with us on your special problem 
cases. We learn something from 
your checkings, too. 


Difference Between Bank 
and Trade 


Manufacturers and merchan- 
disers would not want to be bank- 
ers, especially at bank interest 
rates. Your gross profit percentage 
always permits you to sell on credit 
to weaker risks than a bank could 
profitably handle. On any one 
transaction an industry credit 
grantor has a gross profit of from 
10% to 35% with the possibility of 
repeating this transaction with the 
same customer many times a year. 
However, the banker on a single 
90-day transaction (even at a 6% 
annual interest rate) has a gross 
profit of only 14%. 

If your funds get tied up for a 
long period of time, they are usu- 
ally your own funds and you 
would not be seriously embarrassed 
thereby. But at least three out of 
every four dollars a bank lends be- 
long to our depositors, who can call 
on us for their money any business 
day of the year. 

The industry credit. grantor will 
usually know within 30 days 
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whether or not his credit sale was 
a good one. The bank will not 
know whether its credit has been 
soundly granted for 90 to 120 days 
—or perhaps more—during which 
time a dishonest customer could get 
much farther south. (Thus, be- 
cause of our lower gross profit, our 
cash-on-the-barrel-head responsi- 
bility to our depositors, and the 
longer period over which our money 
is at risk, we have to bé tougher in 
our credit granting than you.) 


The Same Old ‘“‘C’s” 


What is the “old look” in con- 
nection with bank loans? Like 
yourselves, banks still use the old 
stand-by yardsticks of Character, 
Capacity, Capital and Conditions. 
We want to know if the applicant 
will pay us if he is able, and we 
check his past history through 
agency, trade, and any other likely 
channel. Even an honest man can- 
not always repay as agreed; heaven 
help the credit grantor if the cus- 
tomer is dishonest. 

Is the applicant experienced in 
his line and has he proved himself 
a capable operator? Has he been 
seasoned in bad times as well as in 
good? Particularly, is he a “war 
baby”? Again we rely on our per- 
sonal knowledge of the man and 
agency and trade checkings. We 
also start noting the changes in his 
net worth over a period of years 
and study with particular interest 
his profit and loss statements—both 
past and current. 


Financial Condition 


What is the applicant’s financial 
condition? Generally speaking, no 
bank credit is extended without 
financial statements unless the loan 
is adequately secured by readily 
marketable assets. And even in 
such cases we usually like state- 
ments. If the loan is small and we 
have confidence in the applicant’s 
integrity, we may be satisfied with 
figures prepared by the company 
itself. Most banks have printed 
statement blanks for customer use, 
which also request very valuable 
supplemental data. If the loan is 
a latge one—let’s say, over $100,- 
000—or if the integrity of the ap- 
plicant has not been proved to us, 
we like to have a complete report 
prepared by an independent outside 


accountant. Even such so-called 
“audited” reports have about the 
same degree of authenticity as 
the company’s own report would 
have, if we are not familiar with 
the character and standing of the 
auditor. 


Working Capital 


Over 300 years ago an English 
banker wrote that a good banking 
risk was one whose assets were ‘“‘as 
available as they were ample.” 
That is still a good definition 
today. | 

As commercial bankers we are 
interested in the assets of a busi- 
ness in the order of their cash 
availability. First comes cash, then 
good collectible receivables, then 
saleable inventories. It is from 
these current assets that bank loans 
and other liabilities must be repaid. 

The plant and equipment and 
other assets normally will never 
turn into cash with which to repay 


and normal inventory turnover, a 
company must have a ceftain mini- 
mum working capital of its own 
to properly handle a given sales 
volume. 


How Much Capital Is Needed? 


It is relatively easy to determine 
how much working capital a busi- 
ness needs. Let’s assume a sales 
volume at the lowest point in their 
year of $100,000 per month. Let’s 
also assume that material costs are 
50% of sales; other manufacturing 
costs, 25%; with a resulting 25% 
gross profit rate. 

We will need to assume sales 
terms as “net, 30 days” and that 
purchase terms are also “net, 30 
days.” Let’s further assume that 
inventory in this line of business 
normally represents about 60 days’ 
cost of sales. With these assumed 
faetors the company’s balance sheet 
at its low point during the year 
should show the following approxi- 


bank loans. These fixed assets are mate condition. 
asia awkenen $ 25,000 (equivalent to one month’s 
operating expense) 
Receivables ....... 100,000 (equivalent to ofie month’s 
sales) 
Inventory ......... 100.000 (equivalent to two months’ 
supply) 
Current Assets .. $225,000 
a. |) $ 50,000 (equivalent to one month’s 
purchases) 
Accrued Items ..... 25,000 
Current Liab. ... 75,000 
Working Capital $150,000 


only as good as the profits they can 
generate. 

We also are most interested in 
the current liabilities—all those 
obligations which must be paid 
within a year, including current 
maturities on contract or mortgage 
debts as well as the most important 
provision for income taxes. 

The excess of current assets over 
current liabilities is working capi- 
tal—one of the most important fac- 
tors in the operation or financing 
of a business. Working capital is 
the life blood owned by the busi- 
ness itself, which can be augmented 
safely by creditor-furnished plasma 
only up to a certain point. Work- 
ing capital is also a “cushion” to 
protect creditors in case of trouble. 

In any line of business, with its 
known terms of purchase and sale 
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Any substantially smaller amount 
of working capital in relationship 
to the assumed volume would cause 
the company either to be slow in 
the trade—which you wouldn’t like 
—or to have a steady bank loan— 
which we wouldn’t like. 

Long-term trade credit or steady 
bank loans actually represent capi- 
tal investment instead of credit, 
with the dubious honor of sharing 
in losses without the possibility of 
sharing in profits. 


The Ideal Bank Loan 


The ideal bank loan, of which 
there are few, is to the business 
which has enough working capital 
to operate at the least active period 
in the year, with only normal reli- 
ance on current trade creditors, and 
without any bank credit. As activ- 
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ity increases and inventories and 
receivables go up correspondingly, 
the ideal bank loan finances this 
seasonal and temporary bulge and 
is repaid by dollars released from 
these receivables and inventories as 
they again sink to their lower levels. 

A great many requests for bank 
credit come from businesses that 
are inadequately capitalized, but 
loans can be extended and collected 
in some such cases. 

Let’s apply the ‘old look” to the 
border-line situations in which the 
companies obviously do not have 
enough working capital and in 
which the ideal-type bank loan is 
impossible. 


Favorable Borderline Cases 


Provided current assets are sound, 
a bank might look favorably on a 
loan to a business whose insufficient 
working capital had resulted from 
an expanding profitable sales vol- 
ume. If the management had 
character and proven capacity, we 
might normally expect working 
capital to be built up through 
future profits to a point where they 
would need bank credit only for the 
seasonal type of borrowing. How- 
ever, if it appeared likely that vol- 
ume would continue to grow rela- 
tively more than the increasing 
working capital, bank credit might 
be properly declined on the grounds 
that they need more permanent 
working capital instead of a perma- 
nent bank loan. 

Again, assuming that manage- 
ment has character and proven 
capacity and sound current assets, 
a bank might look favorably on 
credit to a concern whose lack of 
working capital was caused by 
heavy investment in fixed assets for 
modernization or necessary expan- 
sion in facilities: In such cases, 
the business would have to demon- 
strate its continued earning power 
so that the working capital could 
be built back to its proper level. 

Banks may enter other inade- 
quate working capital situations, 
caused possibly by payments of 
maturing bonds or other long-term 
obligations, or by the familiar use 
of current funds to buy out a con- 
tentious partner, or other good 
reasons. However, the manage- 
ment must have character and 
proven capacity, and conditions 
must indicate beyond reasonable 
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doubt that adequate future earn- 
ings will build working capital to a 
normal level. 


Unfavorable Situations 


There are also a number of 
causes of inadequate working capi- 
tal on which banks look with dis- 
favor. If working capital has been 
depleted by operating losses, it is 
a bad omen. In such a case the 
management would have to prove 
that the losses were temporary and 
that profits were immediately im- 
minent. Even the taking of secur- 
ity, or outside endorsements, or 
other protective measures may not 
always save a bank loan if the 
business is being bled white by 
operating losses. 

Bank loans to make up for the 
slowing down of receivable collec- 
tions are often risky although not 
too uncommon. Careful appraisal 
of customer’s accounts may prove 
they are eventually collectible. 

Bank loans to carry too heavy 
inventories are a real banking 
“bugaboo.” Some heavy inventory 
pictures will cure themselves by 
mere curtailment of purchases. 
Others may indicate basic weak- 
ness in the product. It’s hard to 
tell. Is the inventory in staple and 
widely marketable form? Even a 
very heavy over-inventory in sheet 
steel would not be too hazardous 
under present conditions. How- 
ever, low-grade furniture or off- 
brand radios would not be a 
reassuring basis for credit. When- 
ever bank loans and heavy inven- 
tories are in the same picture, you 
can be sure that there will be pres- 
sure for liquidation. 

Banks are naturally not too en- 
thusiastic if working capital has 
been depleted by too heavy with- 
drawals by the owners or manage- 
ment by assessments for prior in- 
come taxes. The management that 
permits depletion of working capi- 
tal for personal consumption shows 
lack of planning, if not lack of 
character. If the back income tax 
assessments were occasioned by tax 
evading measures, management can 
be criticized for lack of character 
and intelligence. Uncle Sam has 
proved to be a hard man to defraud. 


Accounts Receivable 


If a situation is too marginal for 
unsecured bank credit, the possi- 


bility still exists for a loan secured 
by assigned accounts receivable. 
Generally speaking, banks are will- 
ing to make such loans only if the 
bank believes that some day the 
company will build itself to a point 
where unsecured credit will be war- 
ranted. In such cases, we file 
notice of assignment of accounts, 
notify customers of such assign- 
ments and ask for direct remittance 
to ourselves. 

There are banks in the country 
which have successfully placed 
more emphasis on receivable fi- 
nancing than others, but this gen- 
erally requires a larger and more 
specialized staff and very close 
follow-up. 


Inventory as Security 


There is also the possibility of 
loans secured by inventories. In 
fact, in some lines of business it is 
common trade practice. Use of 
chattel mortgages on cattle and 
warehouse receipts on commodities 
such as canned foods or cotton are 
commonplace. As you know, bank 
loans on merchandise in public 
warehouses are made every day, 
and the setting up of the so-called 
“field” warehouse on customer’s 
own premises sometimes provides 
adequate loan protection. It all 
works back to how staple and how 
readily marketable the commodity 
may be. 

Considerable bank financing in 
the automobile and larger appli- 
ance field is handled on trust re- 
ceipt basis, with legal title being 
held by the bank. Banks may also 
carry the conditional sales con- 
tracts arising out of dealer sales. 


Other Security 


Loans secured by mortgages on 
industrial real estate are not too 
well regarded by banks. Such a 
loan is only as good as the long- 
term earning power of the borrower, 
and when such applications are 
made banks will usually study the 
credit picture as carefully as if un- 
secured credit were being requested. 

Loans against industrial and 
automotive equipment are regarded 
in somewhat the same light as on 
industrial real estate. If industrial 
equipment or industrial real estate 
has to be sold to repay a bank loan, 
you may have trouble in getting 
your money out of this type of 
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asset. Besides you are putting the 
customer out of business, and banks 
cannot afford to leave in their wake 
the carcasses of too many former 
customers. 


Term Loans 


For several years now there has 
been much discussion about and 
activity in the term-loan field. 
Generally speaking, term loans are 
available only to the better estab- 
lished and larger concerns. While 
most of such term loans have been 
unsecured, there are numerous re- 
strictions in the term loan agree- 
ments calling for the maintenance 
of minimum working capital, re- 
striction of other borrowings, for- 
bidding of encumbrance of fixed 
assets, and many other restrictive 
clauses. Such loans have usually 
not been drawn for more than five 
years, although there have been 
some exceptions. Interest rates 
were established at fairly low levels, 
with clauses usually permitting in- 
creased rates if Federal Reserve 
Bank rediscount rates go up. With 
the present trend towards higher 
interest rates throughout the entire 


economy, banks are not too recep- ' 


tive to this type of application. 


Changing Conditions 


So far we have talked about 
nothing but the “old look” in bank- 
ing. There are current factors 
affecting banking which can be de- 
scribed as a “new look.” Most im- 
portant is the change in business 
conditions. 

For fifteen years general business 
conditions have seen a pretty con- 
sistent upward trend. During this 
entire period there has been no 
major testing of character and 
capacity of management or ade- 
quacy of capital. We do not know 
what will happen in the next three 
months or in the next year, but we 
do know that the upward trend 
must some day level off—the 
honeymoon must end sometime. 

I do not need to tell you men on 
the firing line that there are numer- 
ous signs of this leveling off. The 
activities of the stock and commod- 
ity markets show no high degree of 
confidence in the immediate future. 
There is increasing customer resis- 
tance to high prices, and competi- 


tive sales conditions have entered 
the picture. Collection trends have 
slowed considerably and business 
failures have increased. All of this 
means that banks and other credit 
grantors must appraise risks with 


' the. knowledge that future sales 


may be lower, that future prices 
may soften, that collections may 
get increasingly slower, that inven- 
tories may turn more slowly. Banks 
and other credit grantors have not 
necessarily put on dark glasses, but 
they have at least taken off the 
rose-colored ones. 

All these things are absolutely 
normal in our business system. It 
is normal to have to fight for busi- 
ness, to cut prices, to keep after 
collections. It is normal for busi- 
ness to have to watch overhead and 
seek operating economies. It is 
normal for banks to be cautious. 
But after so many years of plenty, 
just getting back to normal must 
be called a “new look.” 


Government Policies 


In the field of Governmental 
fiscal control there have been sev- 
eral recent steps affecting the 
amount of loanable bank funds and 
interest rates. 

First there was the raising of the 
Federal Reserve Bank rediscount 
rate, the result of which has been 
the strengthening of interest rates 
in all fields. 

The Federal Reserve bank also 
lowered its support levels on Gov- 
ernment bonds. On a country-wide 
basis this tends to hold down bank 
loans because banks will hesitate 
to sell at $100 a bond bought at 
$102 in order to get funds to loan. 
Federal Reserve Bank has raised 
the reserve requirements for Chi- 
cago and New York banks. This 
has the effect of sterilizing sub- 
stantial cash funds of those banks 
in unusable reserve accounts in the 
Federal Reserve System, and this 
in turn reduces loanable funds. 

The Treasury contemplates retir- 
ing from three to six billion dollars 
in Government bonds this year. 
Cash may be drawn out of the 
Government’s present bank ac- 
counts and may be used to retire 
Government securities held by 
Federal Reserve banks; this would 
reduce bank deposits and place 
downward pressure on loans. 
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“You mean the new electric typewriter 
hasn't helped my spelling at all?” 
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We constantly hear discussions 
on the inflationary trend of the 
past three years. It has been sug- 
gested in high political quarters 
that bank credit has been a mate- 
rial contributor to this inflationary 
spiral. Such criticism, we believe, 
does not give due weight to the 
effects of twelve pre-war years of 
heavy Government deficit spend- 
ing, the tremendous and necessary 
war expenditures, and the wartime 
lack of production of much needed 
goods. 

Even though bankers firmly 
believe that most of their recent 
increases in loans have been for 
constructive purposes, the Ameri- 
can Bankers’ Association has 
shouldered a share of the responsi- 
bility of the Nation as a whole to 
combat inflation. 

Mr. Joseph M. Dodge, president 
of that organization, and a group 
of leading bankers recently held 
meetings in key cities throughout 
the Nation. The essence of their 
message to bankers has been that 
loans which add to the production 
or “supply” side of the business 
equation should be encouraged 
while loans which add to the con- 
sumption or “demand” side of the 
business equation should be dis- 
couraged. If these anti-inflation- 
ary principles are followed, it might 
have a tightening effect on some 
types of bank loans. 

All of these “new look” factors 
might appear to restrict credit and 
make bank loans harder to get. 
However, as fashion’s “new look” 
did not change fundamentals, 
neither will banking’s “new look” 
change the basic fact that sound 
business will continue to get the 
bank credit it needs. The ladies 
may let their skirts down; but 
banks will not let their customers 
down. 
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4 Cs in Peacetime 


Which Should We Consider the Most Important 


the problems of small busi- 

ness from the viewpoint of 

management rather than of 
the credit men. 

The question is often asked, 
“Which of the three C’s do you 
consider the most important in 
peace time?” The answer may be 
properly made by asking which leg 
of a three-legged stool can be re- 
moved without impairing its value 
as a stool. The relationship of all 
the basic factors lend strength to 
one another. None have strength 
for the purpose intended by stand- 
ing alone. 

Before going into a further dis- 
cussion of the subject, it may be 
well to spell out the three C’s so 
there may be an understanding of 
what they are, and their relation 
to one another. 

The three C’s are of course 
CHARACTER, CAPITAL and 
CAPACITY. 

Character, as we all know, is the 
moral concept each one of us has 
toward our responsibilities to others 
and ourselves. It is the most valu- 
able asset any man or business can 
have. In the business world, it 
spells integrity and confidence. 

Capital. is the money invested in 
the business. It is the tool which 
management must have and use 
intelligibly to operate a business at 
a profit. 

Capacity is the ability of the 
management to properly use capi- 
tal for the purpose for which it is 
intended. 


- This article is addressed to 
Vj 


Management Comes First 


Management is the Number One 
problem of business. The lack of 
knowledge of the fundamentals of 
business is the cause of more busi- 
ness failurés than any other one 
cause. This situation is not limited 
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Louisville 


to small business. History and ex- 
perience has recorded many cases 
of large businesses whose manage- 
ment could not cope with the situ- 
ation and ended in failure. 

We are particularly interested in 
small business. The mortality is 
greatest in the small business seg- 
ment of business for two reasons. 
One, there are numerically more 
units of small business and there is 
less management ability in this 
segment of the business structure. 

Let us get a quick picture of the 
overall business structure in the 
United States so we may have a 
basis for our thinking. 

According to Roy A. Foulke, in 
his noteworthy book “Practical Fi- 
nancial Statement Analysis,” he 
reveals that in 1944 of the 1,855,000 
active commercial and industrial 
businesses listed in the “Reference 
Book” issued by Dun and Brad- 
street, 83.5% of the businesses 
listed had a net worth of $10,000 
or less and that 90.3% had a net 
worth of less than $20,000. He 
further states that in 1940 there 
was one active commercial and in- 
dustrial concern for every 61 per- 
sons, and it is my guess that the 
number of businesses is greater to- 
day than in 1940. In other words, 
there are more businesses to fewer 
people today, due to the great num- 
ber of young people who went into 
business following the war. 


70% Substandard 


Approximately 80% of all active 
commercial and industrial concerns 
in the United States ate retail 
enterprises. It has been generally 
accepted before the war that 70% 


»>ment?” 


of the people in business made 
little or no profit, 256% made the 
average earnings ahd 5% made 
more than average income. The 
average life of a business in the 
United States is approximately 5 to 
6 years—indicating that most busi- 
nesses are governed by economic 
conditions rather than efficient 
management. These figures cov- 
ered the entire business structure 
of small and large businesses. 

Practical experience and studied 
analysis of the mortality of busi- 
ness easily verify the general trend 
indicated by these percentages. 

The question is properly asked, 
“What is the function of manage- 
It is the responsibility of 
business management to have a 
basic knowledge of each segment 
of the business structure and the 
proper relation of ene segment to 
the other parts of the business. I 
believe this answer to be funda- 
mentally correct. 


Where to Get Information? 


One of the most important prob- 
lems confronting small business to- 
day is an authenti¢ source to get 
this basic information. While the 
problems of big business are funda- 
mentally the same as those of small 
business, it is recognized that small 
business cannot aproach the prob- 
lem as does big businéss. For 
example, big business ean employ 
capable management engineers who 
specialize in the solution of these 
problems. Small business cannot 
afford these services, nor would 
they be on the level of big business. 
I think it is proper to compare big 
business management to a group of 
specialists and the small business 
management to the general prac- 
titioner. Both have the same basic 
education, but the approach to the 
problem must be made on the level 
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See How the Fates 
Their Goods Allot 


For A Is Happy 
Bis Not 


At least that is the reason for B’s unhappimess given by W. 8. Gil- 
bert, senior partner of the old-established comic opera firm of Gilbert 
and Sullivan. 


However, the thought occurs that perhaps Gilbert missed a trick 

when he wrote those words. He omitted to point out that possibly 

B could do something about it. The fates may do a lot of allotting, 

| but how many successful men have been satisfied with what the fates 
saw fit to allot them? 


For better or worse these are days when goods are allotted on the 
basis of the recipient’s ability to earn them. To be hardboiled about 
it, the more you have the more you will get! And the more equip- 





ment you have for your job, and, don’t forget, for the job you are 
‘ aiming at, the better your prospects of a larger allotment of the goods. 
: Education is the key that opens the door to ad- 
I vancement in every phase of our complex modern 
. world. You can’t have too much of it; you will soon 
find out if you have too little. An award from the 
National Institute of Credit is the best educational 
equipment for advancement in the Credit profession. 
as 
- There is probably a chapter of the National Institute of Credit quite 
et near you. The ideal way to work for an award is through a chapter 
ie of the Institute, in a classroom with the instructor at hand. If there 
A ' Is no chapter near you, mail the coupon below and find out how to 
ul acquire a Credit education by corresporidence. But whichever you do, 
: . do it SOON. 
or 
oy 
ho 
Se National Institute of Credit 
ot } One Park Avenue 
ild New York, 16, N. Y. 
Bs. [] Please send me details about Credit education by correspondence. 
1g [] Please send me the address of the nearest chapter of the National Institute of Credit. 
of 7 
én6 [_] Check if a veteran. 
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Uncle Sam’s Payroll 


Consolidated table of Federal personnel inside and outside continental United States em- 
ployed by the executive agencies during February 1948, and comparison with January 1948 








Department or Agency 





Executive Departments 
(except National Military Establishment) © 
PRED Sci ccscrceseecs Bade T 
Commerce 
Interior 


Ne i es aaa ones a avails 
State 
Treasury 
Executive Office of the President 
White House Office 
Bureau of the Budget 
Executive Mansion and Grounds ... 
National Security Council! 
National Security Resources Board . . 
Council of Economic Advisers 
Office of Government Reports .... 
Emergency War Agencies 
Office of Defense Transportation .. 
Postwar Agencies 
Philippine Alien Property Admin. . . 
War Assets Administration 
Independent Agencies 
American Battle Monuments Comm. 
Atomic Energy Commission 
Civil Aeronautics Board 
Civil Service Commission 
Export-Import Bank of Washington 
Federal Communications Commission 
Federal Deposit Insurance Corporation 
Fed. Mediation and Conciliation Ser. 
Federal Power Commission 
Federal Security Agency 
Federal Trade Commission 
Federal Works Agency 
General Accounting Office 
Government Printing Office 
Housing and Home Finance Agency . 
Indian Claims Commission 
Interstate Commerce Commission . . 
Maritime Commission 
Nat. Advisory Comm. for Aercnautics 
National Archives 
National Capital Housing Authority . 
Nat. Capital Park and Planning Comm. 
National Gallery of Art 
National Labor Relations Board .... 
National Mediation Board 
Office of the Housing Expediter . 
Office of Selective Service Records . . 
Panama Canal 
Philippine War Damage Commission 
Railroad Retirement Board 
Reconstruction Finance Corporation . 
Securities and Exchange Commission 
Smithsonian Institution 
Tariff Commission 
Tax Court of the United States .... | 
Tennessee Valley Authority 
Veterans’ Administration 
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Total, excl. National Military Estab. 
Net increase, excluding National 
Military Establishment 
National Military Establishment 
Office of Secretary of Defense 
Department of the Army 
Inside continental United States ... . 
Outside continental United States . . 





Department of the Air Force 
Department of the Navy 


ee eee 





Total, including Nat. Military Estab. 





171 
29,588 


102 
4,879 
584 
3,878 
113 
1,342 
1,147 
368 
795 
32,829 
561 
22,683 


4,635 
663 
24,857 
574 
2,796 
6,053 
1,086 
513 
224 
126 
14,144 
208,084 


1,166,135 
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254,078 
127,307 
112,777 
339,620 


2,000,5 1 1 





[ 

















1 Exclusive of the personnel of the Central Intelligence Agency. 
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2 Adjusted from the previously reported figure of 22,517. 











February | Increase | Decrease 
| 
70,144 |) 6. .:. :8 
38,194 | 823 a 
47,214 404 
26,175 276 | 
4,556 10. | 
471,868 6,820 | 
21,470 616 | 
87,839 2,533 © 
A Ae | 2 
603 2 | eae 
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11 1 Pre 
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Bee © scam 1 
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103 1 
4,947 68 
588 4 
4,012 134 . 
114 1 . 
1,359 17 a 
1,151 4 oa 
ape iF ia te:dests 1 
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232,894 65 Fs 
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BEE | 05s 106 
ee SS Sia 24 
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6,948 27 6 
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1,135 174 soe 
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RAwEee |). «0-04» 27 
Ses | .'..s- 170 
1,123 37 ahs 
518 5 ee 
Bee a ae ee 1 
SEE ns Stes 1 
SOE f° sax. 33 
206.626 | ..... 1,458 
»175,753 12,132 2,514 
oN vey 67a 9,618 
675 81 
255,798 1,720 hh 
<2 eee 901 
113,680 903 gene 
340,131 511 
2,012,443 | 15,347 3,415 
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of understanding and practicability 
within the scope of the small busi- 
ness operator. 

That is one reason why chain 
store operations are so successful. 
They have a master management 
group which controls all the small 
units that make up the complete 
company. This management group 
is made up of capable men who 
operate according to a proven 
policy and formula, plus constant 
research to improve their position. 
They are not in competition so 
much with the small business man 
as they are with other chains. 

It is the function of manage- 
ment to balance out the organiza- 
tion so the business develops the 
desired results. 


Know the Whole Structure 


One of the weaknesses in a small 
organization is the lack of under- 
standing of the business structure 
as a whole by the individuals who 
have the key positions. For exam- 
ple the credit man should be able 
to discuss the business as a whole 
on a basis of understanding on a 
level higher than casual conversa- 
tion. He should share his under- 
standing of the problems in this 
light and appreciate the objectives 
of the other departments. In other 
words, there should be team work 
and cooperation for the common 
good of the business, each adding 
his strength to the whole. Cooper- 
ation is more than a pleasant ges- 
ture, it is an economic necessity. 

Too often management does not 
place credit on the same level as 
the other operations of his business 
and that is just as serious as 
placing undue emphasis on credit 
granting. It can be too loose or it 
can be too tight. 

Credit granting is considered by 
many salesmen a restrictive force 
in an organization. This is an 
indictment against management. 
Credit granting is Control, a bank- 
ing operation, to finance a deal to 
get more business. A credit policy 
must be designed to keep within 
the safety area of credit granting 
and still be within the scope of 
good business management that 
will promote business. We experi- 
ence the sales department criti- 
cizing the credit limitations placed 
on an account. I believe it is the 
business of the credit department 
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to give an understanding analysis 
to the sales people why a higher 
rating would be detrimental to the 
company and the customer. The 
company would be going beyond 
the limits of good business policy 
and the customer would be over- 
extended on his ability to pay. 
Management should respect this 
problem for solution by understand- 
ing of credit and of salesmanship. 


Evaluate All Accounts 


Let me offer this suggestion. 
Have the credit department sit 
down with the sales department 
and evaluate each account accord- 
ing to the basis of the credit policy. 
For simple understanding to the 
sales people, use the banker angle 
and call it a loan of money. Such 
an analysis will indicate the sales 
potential in a sales territory and if 
the analysis follows the usual ex- 
periences it will be revealed that 
there are many accounts who are 
not being sold up to their credit 
capacity, thus increasing the poten- 
tial sales value of the territory. 

It is fundamentally a sounder 
business policy to sell up to cus- 
tomers who have the capacity to 
pay rather than over extend credit 
to those who do not have the 
capacity to pay. This is a problem 
for the sales manager and sales 
promotion department to develop. 
There is definitely a relationship 
between the sales and credit de- 
partments and management should 
recognize the problem. This is 
management’s job—to get these 
functions balanced out for the good 
of the business as a whole. 


Salesmen Should Know Credit 


It is interesting to note that even 
some large companies have first 
class sales training courses and 
never mention the credit policy of 
the company. Yet credit is one of 
the most valuable sales tools ‘the 
sales department can have, if used 
intelligently. Salesmen should 
know that much of the capital in- 
vested in a small business is often 
the credit granted it. That the 
credit dollar is eight times greater 
than the cash dollar and an under- 
standing of the degree of risk a 
company can take and still stay 
within the framework of good busi- 
ness management. 

(Continued on Page 38) 











CAN indispensable part 
of our free enterprise system, insurance 
has helped build industrial America 
by protecting both business concerns and 


individuals from fi nancial loss. 


U.S.F.& G. 


UNITED STATES FIDELITY & GUARANTY CO. 
BALTIMORE 3, MD. 


FIDELITY & GUARANTY INSURANCE CORP. 
BALTIMORE 3, MD. 


FIDELITY INSURANCE CO. OF CANADA 
TORONTO 


Consult your insurance agent or broker 


as you would your doctor or lawyer. 
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Your Credit Interchange System 


It 1s as you make tt 


Have you ever consulted Noah 
Webster to see what the word “in- 
terchange” really means? One of 
the definitions you will find there 
is “reciprocity.” Turning to “reci- 
procity” you will find it defined as 
“mutuality in giving and return- 
ing.” That is what I am sure the 
founders of Credit Interchange had 
in mind when the system was in- 
augurated about thirty years ago. 
They realized that there was no 
one field in which this principle 
could be better applied than in the 
field of credit. They believed that 
through the mutual giving of credit 
facts to a system in which each 
member is a part owner, not just a 
subscriber, these same members 
could create a vast fund of infor- 
mation from which each of them 
might be privileged to draw as he 
saw fit. Out of this belief, and a 
fervent desire to promote a higher 
degree of confidence between men 
dealing in credit, our Interchange 
System was born. How well these 
founders succeeded in their part of 
the work is a matter of history. 
How well the system continues to 
function depends entirely upon each 
one of us who are members at the 
present time. 

Now then, if you have stayed 
with me through that first para- 
graph, let us think together a little 
further. I am sure we can develop 
a few ideas that will be of value to 
all of us. 


A Necessary Tool 


As we move out of a seller’s and 
into a buyer’s market, both sales 
problems and credit problems are 
going to become more intense. 
There is going to be more pressure 
from the sales department, and 
rightly so, to get our individual 
company products out into the open 
market. It must be the function 
of the credit department to aid in 
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by V.S. AMES 
Credit Manager 


KIMBERLY-CLARK CORPORATION 
Neenah, Wisconsin 


the profitable distribution of these 
products—not be a retarding influ- 
ence. This means that credit men 
must equip themselves to keep step 
with their Sales Managers. They 
must know where they can safely 
expand credit limits, and thereby 
increase possible sales outlets. They 
must know where danger exists, 
and guide their sales department 
away from transactions which 
might develop into losses instead of 
profits. It means that if credit 
men are going to function as man- 
agement expects them to, they must 
provide themselves with an abun- 
dance of reliable credit information. 
They cannot afford to do without 
the data which Credit Interchange 
brings to their desk for them to 
use. 

Assuming that we are agreed up 
to this point, and keeping in mind 
this idea of reciprocation that Noah 
Webster tells us about, let us con- 
sider the things that must be given 
to Credit Interchange so that it 
may function for us as the efficient 
working tool we want it to be. 
After having done that, we will 
make a careful appraisal of the 
benefits that we as credit men may 
derive from the use of Credit Inter- 
change Reports, and the other serv- 
ices which the system provides. 


Register Your Customers 


The basic requirement of the 
Credit Interchange System is that 
it must know the names of the 
accounts in which we are interested. 
It must know where it can go to 
get specific information. It must 
know whom to advise should it 


learn that a company, who might 
be a member’s customer, had be- 
come a dangerous credit risk. This 
one feature alone might easily be 
worth more than the entire cost of 
your Credit Interchange contract. 
Hence, credit men should, for their 
own protection, register their active 
customers with their local credit 
association, and of equal impor- 
tance keep the list up-to-date. 

This is a big job, you say? Not 
at all. Surely, all of us have in one 
form or another a list of the custo- 
mers whom we are selling? Just 
send a copy of that list to your 
local association manager, and 
don’t worry about him divulging 
the eontents of that list to your 
competitors or to anybody else out- 
side his own office. Association 
managers are carefully trained 
along that line, and have a deep 
sense of their responsibility. As a 
new account is opened in your 
ledger, a small card made out in 
duplicate and showing the name 
and address of your new customer 
is all that your credit. association 
office requires. Likewise, when an 
account is discontinued you need 
only to return a corresponding 
Credit Interchange Report bearing 
a note to that effect, or, if you pre- 
fer, a brief memorandum will serve 
the purpose. 


Give Information Promptly 


The second essential to an effi- 
cient Credit Interchange System is 
that ledger information be supplied 
to it freely and promptly. This 
again is the individual member’s 
responsibility, and the amount of 
information that he ean draw out 
of the system is in direct proportion 
to the amount that he and other 
members collectively feed into it. 
Hence, it is to the credit man’s own 
advantage to see that inquiry 
tickets sent to him from his credit 
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association office are completely 
filled in and promptly returned. 
The delay in sending in a single 
ticket may result in a report going 
to another member too late, or with 
a portion of the information to 
which he is entitled being missing. 
In these days when reliable and 
up-to-date credit information is so 
necessary to all of us, no one mem- 
ber can afford to set a wrong exam- 
ple or put a crimp in the effective- 
ness of his own credit reporting 
service. 

And don’t forget—it is not the 
policy of Credit Interchange to re- 
hash and repeat old, worn out, 
obsolete credit information. True, 
this would help immensely in filling 
up the report, but it might also lead 
us into making a very wrong credit 
decision on a current order. The 
operators of our Credit Interchange 
System are doing a good job of 
making sure that the data we get 
is useable. The responsibility for 
seeing that this data is made com- 
plete and as quickly available as 
possible rests entirely with us as 
members. 


What We Get In Return 


Now then, having diseussed the 
things that. we need to give to 
Credit Interchange, let us make a 
careful study of the things that 
Credit Interchange gives to us. In 
other words, let us have a good 
look at the “taking” side of this 
reciprocation, Let us see just what 
kind of a working tool that we as 
credit men have at our disposal. 
Let us see how it can be used to 
aid us in doing a better job for the 
company for whom we work. 

Bear in mind that for each indi- 
vidual contribution to Credit Inter- 
change there is an individual and 
direct return. When we register 
our customers. with our loeal credit 
association office, that office be- 
comes aware of the fact that we 
have a direct. interest in each of 
these companies and will, in most 
cases, go out of its way to notify 
us should a report covering one of 
those customers indicate an adverse 
credit. condition. By the same 
token, improved credit situations 
may be brought to our attention 
and permit. us to adjust our credit 
limits accordingly. The complete- 
ness of this service covering cus- 
tomers outside our own area does, 








Insurance... and YOU 


#7 of a series of informative articles 
on insurance and bonding. 


What would it cost to 
replace your essential 
business records? 


Have you ever stopped to consider what a heavy investment in 
work and money has gone into your business records — the 
correspondence files, manufacturing and sales records and ac- 
counts, customer lists, employee and payroll records, engineering 
drawings, miscellaneous reports, and all the other vast accumula- 
tion of data in daily use in your operations? 


Estimate the value represented and you'll have some idea of the 
expense you'd be put to just to restore the indispensable portions 
of this information, should it be lost, destroyed, or substantially 
damaged by fire, flood, explosion, or any other cause. 


The possibility of a loss is such a serious risk, and would cost you 
so much money, that it should be covered by insurance. Ideal for the 
purpose is the Hartford Valuable Papers Insurance Policy which: 


1. Covers business records and all papers* used in business activities, 
against Joss due to fire, explosion, windstorm, theft, and any 
other cause (except misplacement or mysterious disappearance, 
wear and tear, deterioration, vermin, and acts of war). 

* Currency, stamps, coupons and securities, checks, drafts, notes, or other written 
evidence of indebtedness or obligation are not covered by the policy.. 

2. Covers such property in your office, in transit to a place of greater 
security, and in the more secure location. Papers taken off the 
premises for business purposes are covered up to 10% of the 
total insurance ¢arried, subject to a limit of $5,000. 


3. Guarantees that the Hartford will either repiace or reproduce lost 
or damaged records or papers or pay in cash up to the limits of in- 
surance carried, the actual costs of making such replacement. (Un- 
less specifically insured for a higher amount, there is a limit of 5% 
of the total insurance on any one record or paper, subject to a 
maximum payment of $5,000.) 


Your Hartford agent or your own insurance broker will gladly 
furnish details of this Jow-cost, broad protection. Send for a sample 
policy contract. 


aaa eevee 


HARTFORD FIRE INSURANCE COMPANY 
HARTFORD ACCIDENT AND INDEMNITY COMPANY 
HARTFORD, LIVE STOCK INSURANCE COMPANY 





Writing prastically all forms of insurance except personal life insurance. 
Hartford 15, Connecticut 
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The Art Museum, One of Cleveland’s Show Places 


of course, depend upon the degree 
to which we furnish ledger experi- 
ences of our local credit association 
office and enable it to secure -re- 
ciprocal reports from the area 
where the customer is located. 

When we receive a credit inquiry 
ticket asking for ledger experience 
on one of the accounts we have 
registered, we are automatically 
advised that, for one reason or an- 
other, another creditor is seeking 
information pertaining to that 
customer. Possibly our customer is 
spreading out his purchases. Pos- 
sibly the other creditor has some 
cause for alarm, and wants to se- 
sure the current paying record of 
his customer in other quarters. 
Possibly the situation is entirely 
normal, and the other creditor is 
merely bringing his files up-to-date. 
Whatever the case may be, we are 
entitled to receive the same infor- 
mation ourselves, and need only to 
supply our own ledger experience 
and check the space on the inquiry 
ticket indicating that we would like 
to have the report. 


Seven Unique Advantages 


From ‘the standpoint of a credit 
man making an analysis of his 
customers’ purchasing habits and 
paying ability, Credit Interchange 
Reports present many unique fea- 
tures. Let us enumerate them and 
judge their value in helping us to 
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determine something of the credit 
worth of the man or the company 
with whom we are dealing. They: 


(1) Give us an insight into the 

type of commodity that our 
customer is buying, and in 
what markets. 
Tell us whether our cus- 
tomer is confining his pur- 
chases to a relatively few 
sources of supply, or to a 
great many. 

(3) Tell us whether his purchases 
are concentrated in one area, 
or are geographically widely 
scattered. 

(4) Tell us how long our cus- 
tomer has dealt with each 
source of supply, how re- 
cently, and in what amounts. 
Tell us how much our cus- 
tomer is currently owing to 
each of his sources of sup- 
ply, and what portion of 
that balance is past due. 
Tabulate for us the terms 
under which our customer is 
making his purchases, and 
give us a chance to compare 
our terms with those granted 
by other vendors. 

(7) Tell us how well our cus- 
tomer is abiding by the pay- 
ment clause in his purchase 
contracts. 


This factual information, fur- 
nished by the sources of supply 


themselves, and predicated upon 
actual experience instead of mere 
opinion, does, I believe, provide us 
with a very sound base on which 
to make sound and accurate credit 
decisions—and I believe none of us 
doubt the necessity of making 
sound and accurate credit decisions 
now and in the months that lie 
ahead. 


Helps In Evaluative Accounts 


Naturally, we are not only con- 
cerned with the credit position of 
our customer at the moment but 
also in the direction in which he is 
moving. To be sure, a customer 
who might still pass the balance 
sheet test, but who in comparison 
with past months shows signs of 
retrogression, is not the kind of a 
customer.on whom we would expect 
to build profitable future sales. 
Conversely, a customer who still 
might have obstacles to overcome, 
but who is definitely moving to- 
ward a stronger position, would in 
all probability constitute a much 
more desirable outlet for our com- 
pany’s products. How better can 
we detect these trends than through 
a careful study of the relationship 
which exists month after month be- 
tween that customer and his several 
sourees of supply? Credit Inter- 
change, through its automatic re- 
vision feature, provides us with 
just that kind of information. 
Credit Interchange reports coming 
to our desks automatically every 
three, four, or six months, as we 
prefer, afford us an excellent oppor- 
tunity to keep a careful check on 
any changes that might be taking 
place in our customer’s method of 
operation, or‘his ability to meet his 
financial obligations on time. 

Reliable credit information being 
a “must” for the.successful opera- 
tion of any credit department, a 
good credit manager does not stint 
in securing that information for his 
own use. Still, Credit Interchange 
has worked out many economies of 
which we should not lose sight. It 
is much easier, and cheaper, to 
order an interchange report and 
read one organized summary of 
individual experiences than it is to 
ask your customer for references, 
write several letters, read several 
replies, and then try to summarize 
the information into useable form. 
Add to that the fact that Credit 
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Interchange does not limit itself to 
information from “selected” refer- 
ences, and the decision that we 
must reach is obvious. Also, when 
we refer the direct inquiries which 
we receive, and the inquirer, to his 
local Credit Interchange Bureau, 
we not only create a saving for our- 
selves but for the inquirer as well. 
There are other items which I am 
sure our Credit Association Man- 
agers would be glad to tell us about 
if we will give them that oppor- 
tunity. 

It is my only hope that as a user 
of Credit Interchange, and not in 
any sense as an experienced opera- 
tor of the system, I have been able 
to bring out a few thoughts that 
will prove valuable to you. Only 
in that way can we add to the well- 
being of credit, and through mutual 
exchanges of ideas better equip our- 
selves to give a better credit service 
to our own company and the cus- 
tomers with whom we constantly 
deal. 


Ediphone Announces 
New Hand-Operated 
Cylinder Shaver 





A new model Economy Hand 
Shaver, featuring quiet operation 
coupled with ease of operation, has 
been announced by Ediphone. The 
new shaver, in a completely en- 
closed cabinet, is a dignified and 
modern piece of office equipment. 
It has the same precision top plate 
and operation (excepting motor) 
that is used on the Edison Mercury 
Shaver, A convenient drawer is 
provided to accommodate the wax 
chips, as on the Master. The belts 
used are standard on the Master, 
Mercury and Utility Shavers. This 
new hand shaver is recommended 
for use wherever a small quantity 
of cylinders are employed per day. 





g, SONS 


Needed $50,000 Quickly 


and couldn’t get it 
from present sources 


An important customer had just placed his first large order. The 
company planned to step up production, take on more help, buy 
extra equipment ... but they were completely stymied when their 


source of credit turned them down. 





1 Unless the company wanted to try to 
increase working capital by taking in a 
partner (there was no time to float a stock 
issue), they would have to turn down 
the order and thus pass up this long- 
awaited opportunity to expand. 





2 Then the Company treasurer read 
Commercial Credit’s book, ““A Better Way 
to Finance Your Business.”’ It told how 
their Commercial Financing Plan could 
supply the needed money at once... and 
how favorable the cost would be. 





3 ~ QE & SONS contacted their 
nearest Commercial Credit office. Within 
48 hours they had the necessary funds at 
their disposal. They filled their new cus- 
tomer’s order on time and started their 
long-range expansion program. 


Does Your Business 


F ADDITIONAL operating cash will 

help your business, investigate our 
plan. A company in Portland wrote, 
‘,.. enabled us to appreciably increase 
volume of business . . . make more 
profit.”” Los Angeles firm said, “...a 
great deal of the success of our opera- 
tions was due to...Commercial Credit.” 


4 Now they use Commercial Credit 
regularly in their rapidly expanding busi- 
ness just as so many other manufacturers 
and wholesalers do who have discovered 
the flexibility, low cost and other advan- 
tages of this Commercial Financing Plan. 


Need More Cash? 


Learn how little money costs . . . how 
much more you can get. . . how long 
you can use it... under our Commercial 
Financing Plan. Send for a copy of our 
book, “A Better Way to Finance Your 
Business.”” No obligation. Just write, 
wire or phone the nearest Commercial 
Credit Corporation office listed below. 


COMMERCIAL FINANCING DIVISIONS: Baltimore 2—New York 17 


Chicago 6—Los Angeles 14—San Francisco 6—Portland 5, Ore. . 


. and other 


offices in more than three hundred cities of the United States and Canada. 


7c 


COMMERCIAL CREDIT 
CONPANY 


* All Clients 
Confidential 


OL rn 


Wi a MG 


$ PATA 


BALTIMORE 2, bad 
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The Credit Executive’s Library 


Personal Typing in 24 Hours—by 
Philip S. Pepe, Assistant Super- 
visor Typewriter Utilization De- 
partment, Remington Rand, Inc. 
Published by the Gregg Publish- 
ing Co., New York, 1948. $2.00. 


This book sets out to do just 
what its title indicates, namely, to 
help a non-typist to type by the 
touch system in a total of twenty- 
four hours self-instruction. 

The author claims that you can 
learn to use the important parts of 
the typewriter in five minutes; the 
complete alphabet in one hour; the 
numerals in another. He claims 
too that by diligent use of his book 
a green typist can type ten words 
a minute after four hours. 

To assist in instilling his mes- 
sage in the reader, the author has 
created a cartoon character named 
“Typo the Tutor” who by personal 
demonstration shows exactly how 
the various actions are accom- 
plished. 


Bank Frauds—by Lester A. Pratt, 
CPA. Published by Ronald 
Press Company, New York, 1947. 
Price $4.00. 


This book may be of some inter- 
est to credit executives, particu- 
larly those who are called upon to 
handle cases where fraudulent prac- 
tices are evident. The book has 
been written primarily for those 
who are interested in the detection 
and prevention of bank frauds. It 
reflects the experience gained from 
the handling of many fraudulent 
cases by banks and surety com- 
panies. 

One of the most valuable parts 
of the book is the summary pre- 
senting an analysis by twenty-six 
functional departments of 1,144 
bank embezzlement case histories 
involving 210 individual methods. 
The material in this summary 
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by DR. CARL D. SMITH 
Director of Education, NACM 


shows how frauds are perpetrated 
through the twenty-six different 
departments that exist in most 
larger banks. Many of the points 
presented are equally applicable to 
fraudulent cases in credit situa- 
tions. Another valuable asset in 
the book is the excellent index, with 
cross-reference to cases and court 
decisions. 


Legislative History of Excess Pro- 
fits Tax Laws—by J. S. Seidman. 
Published by Prentice-Hall, Inc., 
New York, 1947. $15.00. 


This volume is quite technical in 
nature and therefore is of greatest 
value to individuals who are making 
a study of tax laws, and to tax at- 
torneys. The author presents a con- 
cise history of the different sections 
of the excess profits tax structure 
from 1917 to 1946. He interprets 
what Congress intended through the 
enactment. of these laws and what it 
failed to do. He presents in detail 
the results of committee reports, 
hearings and Congressional discus- 
sions which led up to the enactment 
of the various regulations over the 
period. Obviously the volume is 
not for the average layman and 
business man who is not an astute 
student of tax regulations. 


Control of Consumer Credit—Pro- 
ceedings of a conference con- 
ducted under the auspices of the 
Wharton School of Finance and 
Commerce, University of Penn- 
sylvania. Published by Univer- 
sity of Pennsylvania Press, 1947. 
$1.00. 


A dozen economists and experts 
in credit and financial management 
contributed to the clear thinking 
and wealth of factual information 
which characterized this conference. 
Three basic problems were con- 
sidered as follows: 


(1) Growing importance of dur- 
able consumer goods in American 
economy. 

(2) The relation of consumer in- 
stallment credit to economic fluctua- 
tions, and 

(3) Control of credit for financ- 
ing consumption of durable consum- 
er goods. 

Unlike so many conferences, this 
one seems to have gotten down to 
brass tacks from the beginning and 
stuck to business throughout the 
whole period. The 45 pages of the 
proceedings are well worth reading. 


Consumer Buying Habits—by Dr. 
P. D. Converse, Professor of 
Marketing, College of Commerce 
and Business Administration, 
University of Illinois. Published 
by the University of Illinois 
Press, Urbana. 


This study is made in a selected 
number of communities in South 
Central Illinois. For those who 
are interested in market research 
and the study of consumer buying 
habits this study is well, worth 
reading. 


Personnel Manual for Executives— 
by Ross Young. Published by 
McGraw-Hill Book Company, 
New York, 1947. Price $2.50. 


Here is another book on super- 
vision. The author has emphasized 
the importance of human relation- 
ships and the need of an enlighened 
and practical treatment of the 
daily problems which confront the 
supervisor of personnel. The at- 
tention of the reader is directed to 
such considerations as motivation 
of the worker and of selling ideas 
in the interests of improved methods, 
skills and work techniques. The 
author goes outside of his field by 
discussing economic realities and 
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some principles of business man- 
agement which apply in general 
terms rather than in specific terms 
to personnel supervision. 

A valuable aspect of the book is 
the recommended two-foot shelf of 
excellent books on leadership, per- 
sonnel and human relations. An- 
other valuable asset is found in the 
recommended list of visual aids 
which may be used by the person- 
nel supervisor in orienting employ- 
ees to their work and in developing 
right attitudes toward the job. 


Chicago Association 
Holds Third Survey 


Chicago: The Chicago Association of 
Credit Men has announced the results 
of its third survey of collection condi- 
tions. These quarterly surveys cover ap- 
proximately 250,000 accounts currently 
on the books of members of the Associa- 
tion. 

The results of the survey, compared 
with those of the last survey follow: 


Dis- Pay 
Accounts count- When Past 
Due 
ing Due 
Retail 
March 31 .. 558% 360% 80% 
Dee. St ss... 48.1 48.3 10.5 
Wholesale 
March 31 .. 566% 35.7% 76% 
ec. B) ...... Cl 30.4 4.5 
Industrial 
March 31 .. 511% 391% 96% 
Dec. 31 .... 439 486 8.4 


Outstanding Speakers 
Heard at Pittsburgh 


Pittsburgh: Two outstanding Credo 
Luncheons were held by the Credit Asso- 
ciation of Western Pennsylvania during 
the month of April. 

On April 13th, the group heard an ad- 
dress by Randolph W. Hyde, Treasurer 
of Carnegie-Illinois Steel Corp., on “Ob- 
taining Security.” On April 19th the 
Credit Men joined with the Sales Execu- 
tives Club for a joint meeting on sales- 
credit cooperation. Byron A. Boynton, 
Consolidated Coal Company, spoke for 
Credit Men, and Charles T. Siebert, Jr., 
Carnegie-Illinois Steel Corp., for sales- 
men. 


Credit Group Manager 
Dies at Louisville 


Louisville: Walter Hoefflin, manager 
of the Credit Groups Department, Louis- 
ville Association of Credit Men, died on 
April 22nd. He had been with the Louis- 
ville Association for 20 years. 





Incomplete Coverage 

No Insurance Program 
designed to protect and 
conserve assets is complete 
without Credit Insurance. 


IS YOUR BUSINESS PROTECTED 
AGAINST THIS GROWING DANGER? 


| gmc ARE ENDANGERED by mounting credit losses. If you realize that 
your accounts receivable are important assets at all times . . . subject 
to risk at all times ... should be protected at all times... your first thought 


should be ‘“‘what can I do about it?” 


You can send for our book,“HOW 
TO PLAN CREDIT POLICY.” It 
may help solve your credit problems 
...and prevent an excessive number 
of delinquent accounts. It not only 
gives you essential facts about 
American Credit Insurance but 
tells you other fact? which should 
be helpful in setting a sound credit 
policy. 

Manufacturers and wholesalers... 
from coast to coast... in over 150 
lines of business . . . are protected 
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by American Credit Insurance... 
which GUARANTEES PAYMENT 
of your accounts receivable for 
goods shipped ... pays you when 


your customers can’t. 


Phone the American 
Credit office in your 
city or write American 
Credit Indemnity Co. | 
of New York, Dept. 47,,'f 
Baltimore 2, Md., for 
a copy of “How to Plan 
Credit Policy.” 
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PAYS YOU WHEN YOUR CUSTOMERS CAN'T 
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NACM 


About Credit Leaders 


Golden Jubilee 
Is Celebrated 
At Kansas City 


Kansas City: The Kansas City Asso- 
ciation of Credit Men is fifty years old. 

To take notice of the occasion in a 
manner befitting its importance, the 
members of the Association held a full 
day celebration on April 15th. 

The day started with a luncheon in 
honor of Henry H. Heimann, Executive 
Manager of the National Association of 
Credit Men, and National President 
Charles B. Rairdon, Owens-Illinois Glass 
Co. Seventy members and guests were 
present at this luncheon, including Past 
President Charles E. Wells, National Di- 
rectors George H. Nippert, of Chicago, 
and C. C. Rickhoff, from Waterloo, Ia., 
William F. Schroer, President of the St. 
Louis Association, A: T: Buchert, Gray- 
bar Electric Co., St. Louis, representing 
the National’ Legislative Committee and 
many others. 

In the evening, after a reception, came 
the banquet in the Main Ballroom of the 
President Hotel, with over 500 in attend- 
ance. In addition to the other distin- 
guished guests were the secretaries from 
Minneapolis, Des Moines, Omaha, Sioux 
City, St. Louis and Wichita. E. B. 
Moran, Manager, Central Division, 
NACM, and 8. J. Haider, Manager of 
the Central Credit Interchange Bureau 
in St. Louis came on for the banquet, as 
did delegations from St. Joseph, Spring- 
field and Joplin. Mo., and Topeka, 
Kansas. 


The souvenir program published by 
the “Association was very effectively 
printed, and‘ contained a message from 
Henry H. Heimann and a brief history 
of the Association and its achievements 
in the fifty years of its existence. — 


Louisville Old-Timer 
Passes Away, Aged 83. 


Louisville: Eugene Cole Mitchell 
passed away at his residence on Friday, 
March 19th. Mr. Mitchell served as 
President of the Louisville Credit Men’s 
Association in 1916, and is remembered 
as one of the Association’s finest officers. 
For thirty years he was credit manager 
of the Peaslee-Baulbert. Corporation, and 
at the time of his passing was a member 
of the Association’s Advisory Council. 
He was 83 years of age. 
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Drive For New 
Members Again 
Meets Success 


Les Fishbeck  *~ 


Another year of progress and increased 
membership has been announced by Les 
Fishbeck (Coast Packing Co., Los Ange- 
les, Calif.), Chairman of the National 
Membership Executive Committee, who 
through the year has been ably assisted 
by C.-C. Heitmann (Armour & Co., 
Ft. Worth, Texas), Vice-Chairman and 
N.A.C.M. Director of Sales and Promo- 
tion, Ed B. Moran. 

Mr. Fishbeck is President-elect of the 
Los Angeles Association. 

A net gain of 1,598 members brings the 
National membership to a grand total of 
28,914. 

Trophies for membership accomplish- 
ments will be présented to six Associa- 
tions for their outstanding leadership 
during the fiscal year ending April 30, 
1948, and to six others for a five-year 
consistency of membership promotional 
success, 

One-Year Awards 

One-year trophies for outstanding 
membership accomplishments were 
won by the following: 

CLASS A—CLEVELAND, OHIO, 

with a percentage gain of 120.30% 
President—Evan H. Davies, .The 
‘Cleveland Elect. Illuminating. Co. 
Membership Chairman—A,:G. 
Prechtl, American Stove: Co. 
Secretary—Kenneth S. Thomson 
CLASS B—SAN DIEGO, CALIF., 
with a percentage gain of 122.37% 
President—E. J. Wright, San Diego 
Gas & Electric Co. 


(Continued on Page 37) 


NEWS 


Association Activities 


Famous Speakers 
Featured at 52nd 
Credit Congress 


The vagaries of life in the publishing 
business make it difficult to forecast 
whether this issue will be in the mail as 
planned or not. However, for the pur- 
pose of this notice, it is assumed that the 
52nd annual convention of the National 
Association of Credit Men will be in 
progress when the mailman delivers 
Credit and Financial Management. 

A large aggregation of delegates, wives 
and visitors is expected, but there is al- 
ways someone who wants to go but can’t. 
Family crises, business emergencies, flat 
tires and kindred calamities oft make the 
best laid plans gang agley. So, for the 
benefit of those who will not be in Cleve- 
land, voluntarily or involuntarily, here 
is what is happening. 

Sunday is, as usual at these functions, 
a day of detail and social activity both. 
The detail, of course, consists of the very 
necessary business of registration, hand- 
ing out programs, pointing out where 
the hostess committee headquarters is 
(are?), discovering where one’s room is, 
complaining bitterly about same, finding 
the group meeting headquarters, the con- 
vention director’s office, one’s friends, and 
so forth, exploring Cleveland (nice place, 
they say). and generally acclimating onee 
self. 

The social activity is varied and, to 
say the least, comprehensive. The 
hostess committee, under the co-chair- 
manship of Mmes. Kenneth 8S. Thomson, 
Evan H. Davies, Ted Gausby and Bruce 
R. Tritton has arranged for a tea and 
concert on Sunday afternoon and a con- 
cert on Sunday night. There is also a 
reception for credit women from 2 to 4 
on Sunday afternoon, arranged by Miss 
S. Jane White and her committee. On 
Monday morning, May 17th, the real 
business of the convention begins. Dur- 
ing this and the next four days, also, the 
various committees, legislative, resolu- 
tions, nominations, and so forth, will 
be hard at work whenever a gap appears 
in the set program. 


Monday Morning 


The invocation at the Monday morn- 
ing session will be delivered by the Rev. 
Dr. Oscar T. Olson, of the Epworth- 
Euclid Methodist Church. Following Dr. 
Olson, the delegates will be welcomed by 
Mayor Thomas Burke of Cleveland, and 
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by Ohio’s Governor Thomas J. Herbert. 
Henry H. Heimann, Executive Manager 
of the National Association of Credit 
Men, will then deliver the keynote ad- 
dress, which he has titled “A Balanced 
Objective.” 


Monday Afternoon 


Three first-class speakers are scheduled 
for the Monday afternoon session. Pro- 
fessor Russell Weisman, Cleveland econ- 
omist and newspaper writer, will lead off. 
Following him will be Merryle 8. Rukey- 
ser, lecturer, journalist, economist and 
author, whose syndicated column on 
business is read throughout the country. 
Mr. Rukeyser’s subject will be “What’s 
Ahead for the U.S.A.?” The final speaker 
of the afternoon will be Will O’Neill, 
President of the General Tire and Rub- 
ber Company. Mr. O’Neill’s subject was 
not definite at the time of going to 
press. 


Tuesday 


The week during which the 52nd an- 
nual convention is being held is also 
International Trade Week. For that 
reason Tuesday, May 18th, has been 
designated “International Trade Day”. 
During the morning three speakers of 
- great authority on international matters 
will address the general session. After 
the invocation by a prominent Cleveland 
rabbi, and a brief report by Paul W. 
Miller on the progress of the Credit Re- 
search Foundation, Chester S. Williams, 
public liaison officer of the United States 
mission to the United Nations will ad- 
dress the convention on “A United Na- 
tions World.” Following Mr. Williams 
two authoritative speakers will discuss 
“Partners for World Trade—the Inter- 
national Trade Organization and the In- 
ternational Monetary Fund.” Speaker 
for the ITO will be Eric Wyndham- 
White, Secretary General, International 
Trade Organization, Interim Group. E. 
M. Bernstein, Director of Research, In- 
ternational Monetary Fund, will be the 
speaker for the Fund. 

Tuesday noon, the Foreign Credit 
Interchange Bureau, Philip J. Gray, 
Manager, will stage its annual Interna- 
tional Trade Luncheon. Robert L. Simp- 
son, President of C. T. Patterson Co., 
New Orleans, and Past President of the 
National Association of Credit Men, will 
be Chairman. The speaker at the 
luncheon will be William 8S. Swingle, 
Executive Vice-President of the Na- 
tional Foreign Trade Council, Inc., and 
ex-Comptroller of the NACM. His sub- 
ject will be “ Current Foreign Trade De- 
velopments.” 

Following the luncheon a round table 
conference will be held on foreign finance, 
credit, collections and exchange prob- 
lems. Alexander N. Gentes, Second Vice- 
President of the Guaranty Trust Com- 
pany of New York, will be in the chair. 
The panel will consist of the following 
members: 

A. H. Ahlers, Owens-Illinois Glass Co. 


A. J. Battista, Union Bank of Com- 
merce, Cleveland. 


E. C. Butland, The Quaker Oats Com- 
pany. 
F. E. Byrne, Cannon Mills, Inc. 


O. L. Carlton, Central National Bank 
of Cleveland. 


L. D. Duncan, 
Products Corp. 

E. H. Figush, The Grabler Manufac- 
turing Company. 

H. C. Fischer, The Cleveland Trust 
Company. 

A. E. Gotsch, The Studebaker Export 
Corp. 

J. C. Hajduk, Victor Chemical Works. 


G. A. Hankins, Goodyear Tire and 
Rubber Export Co. 


O. A. Jackson, Continental Illinois Na- 
tional Bank & Trust Co. 


A. H. Mader, American Chicle Co. 


J. W. McHaffie, National City Bank 
of Cleveland. 


A. E. Reed, the W. S. Tyler Co. 
C. Rodriguez, Davol Rubber Co. 


J. L. Thompson, Yale & Towne Manu- 
facturing Co. 


E. B. Vickers, Link-Belt Company. 


H. B. Wheeler, The Weatherhead 
Company. 


National Distillers 


Wednesday Is Group Day 


As has become the custom for some 
years, Wednesday, May 19th, will be set 
aside for industry group meetings. 
Twenty-seven different group sessions are 
being held. Delegates to past conven- 
tions say that the industry group meet- 
ings alone are worth the trouble and ex- 
pense of traveling to the conventions. 
This year’s meetings will be up to the 
same high standard maintained in the 
past. A roster of the committees re- 
sponsible for the group sessions was pub- 
lished in the March issue of Credit and 
Financial Management and a list of 
speakers in the April issue, so there is no 
reason to devote any further space to 
the sessions here. 


Final Session 


The convention will, as usual, close as 
near to noon on Thursday, May 20th, as 
business allows. The Rt. Rev. Mgr. Al- 
bert Murphy, Director of Catholic Chari- 
ties, will deliver the invocation, following 
which the delegates will hear an address 
by Clifford F. Hood, President, Ameri- 
can Steel and Wire Co. Florence E. Al- 
len, Judge of the United States Circuit 
Court of Appeals for the Sixth Circuit, 
will follow Mr. Hood. 

Following the featured speakers will 
come the report of the Resolutions and 
Nominations committees. Finally, with 
the election and installation of officers, 
the convention will adjourn. 


All Is Not Toil 


The entertainment committee of the 
Cleveland Association of Credit Men 
will also contribute its share to the suc- 
cess of the convention. Social events are 
planned for almost every minute that 
business is not scheduled. 
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On Monday afternoon there will be a 
tea and fashion show for delegates’ wives. 
For the wives there will also be a sight- 
seeing tour on Wednesday, including one 
of the finest estates in Gates Mills and 
luncheon at Wade Park Manor, one of 
Cleveland’s best hotels. 

The entertainment committee has se- 
cured also 100 tickets for the perform- 
ance of the Metropolitan Opera on Sat- 
urday, May 15th. The work to be per- 
formed is Verdi’s “Masked Ball”. 

Tuesday night, May 18th, is NACM 
night at the ball park when the Cleve- 
land Indians meet the Philadelphia 
Athletics. Over 1500 seats have been re- 
served. After the game there will be 
fireworks followed by dancing at one 
of the hotels. 

As usual the regional dinners will be 
held prior to the President’s ball on Mon- 
day, May 17th. The Eastern Division 
will hold its dinner at the Midday Club. 
The Eighth District will have a banquet 
in the Pine Room of the Hotel Statler. 
Delegates from Nebraska, Iowa, Minne- 
sota and the Dakotas are cordially in- 
vited to attend this banquet. 

The Southeastern Division Dinner, an 
event of long standing, will be held in 
the Euclid Ballroom of the Statler. 


Illness of Secretary 
Forces Postponement 
of Annual Meeting 


Oshkosh: Owing to the extended illness 
of Secretary-Manager Charles D. Breon, 
the Central Wisconsin Association of 
Credit Men has been operating under a 
temporary administration committee, 
with the cooperation of the office man- 
ager, Mrs. Bess Allen. Members of the 
committee are President Herbert C. 
Schultz, Badger Electric Supply Co.; 
Clarence Bursack, Oshkosh B’Gosh, Inc.; 
George Renelt, Bell Machine Co.; John 
H. Riegel, Oshkosh Engraving Co., and 
Henry Zentner, Oshkosh National Bank. 

Though the medical reports on Mr. 
Breon’s condition were good at the time 
of going to press, it was not expected 
that he would be able to return to his 
duties on a full-time basis for some time. 
For that reason the annual meeting, 
normally held in April, since the Asso- 
ciation’s fiscal year ends April 30th, was 
perforce postponed pending Mr. Breon’s 
complete recovery. 


Public Relations Man 
Talks on Leadership 


Detroit: “Leadership and What it 
Takes” was the subject of a talk given 
at the April meeting of the Detroit As- 
sociation of Credit Men by Ralph L. 
Lee of the Public Relations Department, 
General Motors Corp. 

Mr. Lee, a nationally famous speaker, 
is the author of Man to Man on the Job, 
an authoritative book on employe rela- 
tions. 
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Seattle: The Seattle Credit Women’s 
Club elected new officers at the April 
12th meeting. Gladys Warren, Pioneer 
Sand & Gravel Co., is the new President. 
Other officers are Aili E. Steinmetz, 
Athletic Supply Co., Vice-President; 
Gladys Waller, F. B. Connelly Co., Secre- 
tary and Meta V. Weir, Parker-Henry 
Glass Co., Treasurer. 


Louisville: The Credit Women’s 
Group of Louisville, at their April 14th 
meeting, elected Marie Grieshaber, Mef- 
fert Office Supply Co.. as their new 
President. Antoinette Schweitcher, 
Gould-Levy Co., was elected Vice- 
President; Lenore Lyon, Scheirich Mfg. 
Co., Secretary, and Margaret Allen, Fed- 
eral Reserve Bank of Louisville, Treas- 
urer. 


San Diego: At the April meeting the 
Credit Women of San Diego entertained 
their Bosses, so as to acquaint them with 
the proceedings and to allow them to 
hear the talk given by Mr. Sydney Gra- 
ham of the State Board of Equalization 
on Taxes—“The Other Certain Thing” 
which they thought would be of as much 
interest to the Bosses as themselves. 
Ed Wright of the San Diego Gas & Elec- 
tric Company gave a short talk also on 
“Credit and the National Budget”. 


Take a leaf from the book of the 
credit women and appoint a publicity 
chairman, who will see that what you 
are doing is KNOWN. About 25% 
of the Credit Women’s Groups regu- 
larly, and faithfully, send us a copy 
of their publications, or send us a 
release on their past doings. Would 
could we but say the same about the 
Credit Men’s Associations. 

Send in your news. Send it in be- 
fore the 20th of the month. Material 
that reaches our editorial offices in New 
York before May 20th (for instance) 
will make the June (for instance) issue. 
Now and again, the printer comes over 
all soft-hearted and lets us extend the 
deadline, but not often, so please don’t 
count on it. So send in your news 
before the 20th, and remember: we 
will never know unless you tell us! 


Carmen Dobbs Completes 
Twenty Years’ Service 


Atlanta: Carmen Dobbs, Secretary of 
the Georgia Association of Credit Men, 
completed twenty-five years with the As- 
sociation on the occasion of the annual 
meeting. In recognition of her long 
service she was presented with a silver 
tray by the Directors. 

New officers were installed at the meet- 
ing. They are: R. W. Schilling, Bank of 
Georgia, President; J. R. Benson, Fair- 
banks, Morse & Co., 1st Vice-President ; 
Walter Estes, Rex Chair Co., 2nd Vice- 
President, and E. C. Becker, Ray Lang, 


Inc., Treasurer. 
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News of the Credit Women’s Groups 


Cleveland: On Tuesday evening, April 
13th, The Cleveland Credit Women’s 
Club celebrated their 14th birthday with 
a very colorful and gay Annual Meeting, 
which was held in Hotel Hollenden. 
Mrs. Miriam Wall, of the World Pub- 
lishing Company, Cleveland was chosen 
to guide the club in high office of Presi- 
dent; Miss Dorothy Dutton, Cleveland 
Cliffs Iron Company, was elected Vice- 
President; Miss Ada MacGeary, The 
Lubrizol Corporation, Treasurer, and 
Miss Lillian Murphy, The Cleveland As- 
sociation of Credit Men, was returned 
to the office of Secretary. A warm round 
of applause was given to the outgoing 
officers who served this past year and 
the new officers who succeed them. 

The club closed their official year with 
an outstanding record in Membership 
work, both Association and Club Mem- 
berships, and the financial report showed 
the results of a year of unusually hard 
effort on the part of each and every 
member to do her part. 

A style show, through the courtesy of 
the B. R. Baker Company, one of Cleve- 
land’s very fine department stores, was 
one of the unusual events of the evening 
planned by the Entertainment and Pro- 
gram Committee. 


Minneapolis: In recognition of the 
valuable contribution which Blanche M. 
Scanlon has made to the advancement of 
credit women’s activities, the Minne- 
apolis Wholesale Credit Women have es- 
tablished an annual scholarship to be 
known as the Blanche Scanlon Scholar- 
ship. Formal announcement was made 
at the April dinner meeting by President 
Ann E. Jamison who expressed the ap- 
preciation of the group not only for her 
untiring effort in developing the Minne- 
apolis Group, but for the distinction with 
which Miss Scanlon served as Chairman 
of the National Credit Women’s Execu- 
tive Committee. 

The Minneapolis Wholesale Credit 
Women now award three scholarships 
annually. 

A joint dinner meeting of the Minne- 
apolis, St. Paul and Duluth Credit 
Women was held in St. Paul on April 
15th. 


Houston: The Wholesale Credit 
Women’s Club of Houston celebrated 
“Bosses Night” on April 30th. The eve- 
ning took the form of a cocktail party 
followed by a dinner. 

M. E. Truitt, Manager of the Retail 
Credit Bureau of Greater Houston, ad- 
dressed the meeting on the subject: 
“The Boss as a Human Being.” 

The May meeting will be one in which 
all the members will participate, since it 
is felt that the club should be a work- 
shop in which every member has an op- 
portunity for development and _ self- 
expression. 


New York: During the year ending 
April 30th the members of the New York 
Credit Women’s Group have secured 132 
new members for the New York Credit 
Men’s Association. They are not unnat- 
urally pleased with the result, as. this 
represents considerably more than one 
new member introduced by each member 
of the group. 


Des Moines: The Credit Women’s 
Club of Des Moines held their annual 
election of officers on April 12th. The 
new officers are Mary Eckhart, Electric 
Supply Co., President; Madeline Deskin, 
Loetscher & Burch Mfg. Co., Vice- 
President, and Nellie Mae Strandberg, 
Globe Machinery & Supply Co., Secre- 
tary-Treasurer. 

Jeanette Midgorden, Register & Tri- 
bune Co., retiring President was elected 
to the board of the National Association 
of Credit Men, Central Iowa Unit. 


New Orleans: The April meeting of 
the New Orleans Credit Women’s Group. 
was held at the La Louisiane Restaurant, 
Empire Room, the room in which the 
group was founded. Guest speakers 
were President T. J. Adams of the New 
Orleans Credit Men’s Association, J. J. 
Culver, Vice-President and Fred L- 
Lozes, Secretary. 

New Officers of the group were in-- 
stalled at the meeting. Marie Louise 
LaNoue, Times Picayune Publishing Co., 
is President. Other officers are Katherine 
Ebrenz, Progressive Bank & Trust Co.., 
Vice-President; Marcella Ritter, James 
E. Comiskey Co., Secretary and Dorothy 
Wyllie, Gulf Refining Co., Treasurer. 


Boston: Thirty-two members and! 
guests attended the April meeting of the- 
Credit Women’s Club of Boston. The 
guest speaker was William G. Read, Field! 


Secretary for the Savings Bank Life In-- 


surance Council. 


The meeting also featured a display- 
of oil paintings by Gertrude Woolfson,. 


one of the members. 


Denver: The new officers of the Credit 


Women’s Club of Denver started the: 
year with a very interesting and instruc-. 


tive lecture on furs given by Stanley 
Calkins, Stanley Furs. 


The officers are: 


Lois Ryman Carter of the B. K. Sweeney- 
Electrical Co.; President ; Georgia Purdy, . 


Deep Rock Water Co., Vice-President; 
Helen Brandenburg, Auto Equipment 


Co., Secretary, and Mooly Wolarsky,. 


Tom Killian, Inc., Treasurer. 


IT CAN 
HAPPEN AGAIN! 


See Page 8- 


! 
| 
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ST. LOUIS 
William F. Schroer 


Vice-President 
MISSISSIPPI VALLEY TRUST CO, 








PORTLAND 
Harry A. Gunhus 
Office Manager 
SIMONDS SAW & STEEL COMPANY 





BILLINGS 
Arthur I. Hakert 
Operations Manager 
MCKESSON & ROBBINS, INC. 








NEW YORK 
H. Parker Reader 


Assistant Treasurer 
CANNON MILLS, INC. 


ASSOCIATION 
PRESIDENTS 


Convention time brings with 
it, among other things, election 
of new officers and directors 
to guide the destinies of the 
National Association of Credit 
Men for the ensuing year. The 
retiring President graduates to 
the more leisurely position of 
Past President, handing over 
the duties to his successor but 
keeping himself ever ready to 
give of his experience and 
counsel as they are needed. 


And so it is on the local level. 
These men will soon come to 
the end of their term of office 
and will be able, probably 
gratefully, to do a little more 
sitting back than they have 
time for now. 


Another thought occurs. 
National Presidents have in- 
variably been at one time local 
Presidents. ‘Take a good, hard 
look at these pictures. You 
may be looking at a future 
National President. 
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KANSAS CITY 
Richard W. Durrett 
Credit Manager 


SHEFFIELD STEEL CORPORATION 


CHARLESTON 
V. J. MacFadden 


President 





MACFADDEN IGNITION COMPANY 


SIOUX CITY 


J. M. Fieselman 
Credit Manager 


D. K. BAXTER COMPANY 
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Election News 


Chicago 


A. L. Jones 


Chicago: The annual meeting of the 
Chicago Association of Credit Men took 
place in the Grand Ballroom of the 
Palmer House on Wednesday, April 21st. 
H. V. Kaltenborn, the famous news com- 
mentator, addressed the meeting. on 
“America’s Place in a Crisis World.” 

Throughout. the day balloting took 
place at the Association office for new 
officers. The names of the successful 
nominees were announced at the mect- 
ing. A. L. Jones, Assistant Treasurer and 
General Credit Manager of Armour & 
Co., was unanimously elected President. 
Other new officers are G. T. Thomas, The 
Sherwin-William Co., lst Vice-President ; 
J. W. Walsh, Oscar Mayer and Co., 2nd 
Vice-President, and D. A. Grant, Socony- 
Vacuum Oil Co., Treasurer. 

Arthur L. Jones has been associated 
with Armour & Co., ever since his dis- 
charge from the Navy in 1919. He was 
appointed to his present position in 1946. 
From 1935 to 1941 he was Mayor of Park 
Ridge, Il. 


Hartford 


Hartford: John Miller, Credit Man- 
ager, Norton Company, addressed the 
Hartford Association of Credit Men on 
April 28th at the Elm Tree Inn, Farm- 
ington, Conn. His subject was “Operat- 
ing a Credit Department for Maximum 
Results.” Mr. Miller recently delivered 
this message to the Worcester County 
Association of Credit Men, his “home” 
Association. 

An election of officers was held at this 
meeting. H. Schick, The Torrington 
Mfg. Co., Torrington, Conn., was elected 
President; J. P. Gantley, The Fenn Mfg. 
Co., Vice-President; J. Schilling, Ameri- 
can Paper Goods Co., Kensington, Conn., 
Treasurer, and E. J. Westerlinck, The 
Peck, Stow & Wilcox Co., Southington, 
Conn., was re-elected Secretary. 

National Director Harry C. Jackson, 
The American Hardware Co., New 
Britain, Conn., and newly-elected Presi- 


(Continued on Next Page) 
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Program for NCAM Convention 


Cleveland, May 16 to 20 
MONDAY A. M., May 17th 


Invocation by Dr. Oscar T. Olson, Epworth-Euclid Methodist Church 
_ Address of Welcome by Mayor Thomas Burke 
Remarks by Governor Thomas J. Herbert 
Keynote Address by Henry H. Heimann, Executive Manager 
Subject: “Balanced Objective” 


MONDAY P. M., May 17th 


Prof. Russell Weisman, Cleveland economist and newspaper writer 

Merryle S. Rukeyser, Lecturer, Journalist, Economist and Author 
Subject: ““What’s Ahead for the U.S.A.” 

Will O’Neill, President, General Tire & Rubber Company 


TUESDAY A. M., May 18th 


Invocation 
Report on progress of Credit Research Foundation—Paul W. Miller, President, Marlborough 
Company, Atlanta, Ga. 
Chester S. Williams, Public Liaison Officer of the United States Mission to the United Nations 
Subject: “A United Nation’s World” 
“Partners for World Trade—The International Trade Organization and International Mone- 
tary Fund” 
Speaking for I.T.O.—Eric Wyndham-White, Secretary General, International Trade 
Organization, Interim Group 
Speaking for the Fund—E. M. Bernstein, Director of Research, International Monetary 
Fund 


TUESDAY NOON, May 18th 


International Trade Luncheon 
Chairman, Robert L. Simpson, President, C. T. Patterson Co., New Orleans, La. 
William S. Swingle, Executive Vice President, National Foreign Trade Council, Inc. 
Subject: “Current Foreign Trade Developments” 


TUESDAY P. M., May 18th 


Round Table Conference on Foreign Finance, Credit, Collections and Exchange Problems 
Chairman: Alexander N. Gentes, Second Vice President, Guaranty Trust Company, 
New York, N. Y. 
Panel Members: 
A. H. Ahlers, Owens-Illinois Glass Co. 
A. J. Battista, Union Bank of Commerce 
E, C. Butland, The Quaker Oats Company 
F. E. Byrne, Cannon Mills, Inc. 
O. L. Carlton, Central National Bank of Cleveland 
L. D. Duncan, National Distillers Products Corp. 
E. H. Figush, The Grabler Manufacturing Company 
. C. Fischer, The Cleveland Trust Company 
Gotsch, The Studebaker Export Corp. 
Hajduk, Victor Chemical Works 
Hankins, Goodyear Tire & Rubber Export Co. 
. Jackson, Continental Illinois National Bank & Trust Co, 
. Mader, American Chicle Company 


Reed, The W. S. Tyler Company 
odriguez, Davol Rubber Company 
Thompson, Yale & Towne Mfg. Co. 
Vickers, Link-Belt Company 

Wheeler, The Weatherhead Company 


on 
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WEDNESDAY, May 19th 


Various industrial group conferences 


(Continued at Foot of Next Page) 
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_ Membership 


(Continued from Page 32) 


Membership Chairman—Don Dickin- 
son, Security Trust & Savings 
Bank 

Secretary—Lawrence Holzman 


CLASS C—DES MOINES, IOWA, 
with a percentage gain of 135.26% 
President—Warren Johnston, H. E. 
Sorenson Co. 
Membership Chairman—Reid Bun- 
ger, Iowa Packing Co. 
Secretary—Don E. Neiman 


CLASS D—HONOLJUJ, T. H.., with a 
percentage gain of 140.00% 
President—L. D. Leflar, American 
Factors, Ltd. 
Secretary—Alvin A. Smith 


CLASS E—ALBUQUERQUE, N. 
MEX., with a percentage gain of 
184.66% 

President—Fred McElheney, Santa 
Fe Builders Supply 
Secretary—H. V. Vance 


sh CLASS F—BRISTOL, TENN.-VA., 
with a percentage gain of 241.66% 
ns President—James A. Brown, Fauc- 
ette Co. 
e- Secretary—George D. Helms 
je Five-Year Awards 
For the outstanding accomplishment 
ry of consistent and sustained progress over 


the past five years special FIVE-YEAR 
trophies were presented to the following: 


CLASS A—KANSAS CITY, MO., 
with a percentage gain of 302.03% 
President—R. W. Durrett, Sheffield 
Steel Corp. 
Membership Chairman—R. M. Per- 
kins, Barada & Page, Inc. 
= Secretary—J. N. Ham 


CLASS B—SAN DIEGO, CALIF., 

with a percentage gain of 286.51% 

President—E. J. Wright, San Diego 
Gas & Electric Co. 

Membership Chairman—Don Dickin- 
son, Security Trust & Savings 
Bank 

Secretary—Lawrence Holzman 


CLASS C—LEXINGTON, KY., with 
a percentage gain of 267.05% 
President—Arch G. M:inous, Citi- 
zens Bank & Trust Co. 
Membership Chairman—W. B. War- 
ren, Wombwell Automotive Party 
Secretary—George C. Roberts, Sr., 
401 Bank of Commerce Bldg. 
CLASS D—HONOLULJ, T. H., with 
a percentage gain of 490.00% 
President—L. D. Leflar, American 
Factors, Ltd. 
Secretary—Alvin A. Smith 


CLASS E—TERRE HAUTE, IND., 

with a percentage gain of 443.75% 

President—Wm. R. Rector, Guaran- 
tee Roofing Co. 

Membership Chairman — Henry L. 
Smith, Allen & Steen Acceptance 
Corp. 

Secretary—Wanita Gilchrist 


CLASS F—BRISTOL, TENN.-VA., 
with a percentage gain of 322.22% 
President—James A. Brown, Fauc- 
ette Co. 
Secretary—George D. Helms 


In presenting the trophies, Chairman 
Les Fishbeck said: 

“In addition to acknowledging the 
winners of each of the Groups, we want 
to express our appreciation and our 
compliments to those who finished in 
second and third position and many 
others who have shown a substantial in- 
crease in membership, which has con- 
tributed to the increased strength, pres- 
tige and influence of the Association in 
our work as ‘GUARDIANS OF THE 
NATION’S PROFITS.’ 

“Our special appreciation for the coop- 
eration of the Officers and Directors of 
both the National and Local Associa- 
tions, the Chairman and the personnel 
of the Membership Committees, both 
the National and local Committees, the 
Secretarial Council and all of the staff 
members for their generous assistance 
throughout the year, which has made 
my task as Chairman of the National 
Membership Executive Committee so 
pleasant and the results so successful. 

“All of you have contributed substan- 
tially toward the challenge which some- 
one wisely said: ‘Every man owes some- 
thing to the elevation of his profession.’ 

“J am grateful for the privilege of 
serving as your National Membership 
Committee Chairman. The year has 
been filled with many instances of pleas- 
ure and personal compensation. I have 
made new contacts from which, in many 
instances, new friendships have devel- 
oped in locations around the country, 
which incidentally is one of the main 
arguments we set forth as to the value 
of membership. 

“The substantial return to a buyer’s 
market condition is making every Credit 
Department more important in the gen- 
eral structure of the company and, 
consequently, the Credit Executive has 
greater opportunities so we feel con- 
tinued progress should be made in mem- 
bership promotion and Ed Moran, as 
Director of Sales, has already asked that 
the membership be brought to 30,000 in 
the course of the next Association fiscal 
year.” 





THURSDAY, May 20th 


Invocation by Rt. Rev. Monsignor Albert Murphy, Director of Catholic Charities 
Clifford F, Hood, President, American Steel and Wire Co. 
Florence E. Allen, Judge of the United States Circuit Court of Appeals for the Sixth Circuit 


Subject: “No Peace Without Justice” 


Business Session 


Report of Policy and Resolutions Committee 


Report of Nominations Committee 
Election of Officers and Directors 


Installation of Officers and Directors 
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Election News (Continued) 


dent Schick were elected Directors of 
the Connecticut State Association of 
Credit Men, which embraces Associa- 
tions in Hartford, Bridgeport, New 
Haven and Waterbury. 


Fort Worth 


Fort Worth: W. Harold Watson, credit 
manager of Magnolia Petroleum Com- 
pany, is the new President of the Fort 
Worth Association of Credit Men. He 
succeeds Leon E. Stewart, Universal 
Mills. 

Other officers are Wilburn W. Odom, 
West Texas Produce Co., Ist Vice- 
President; Louis C. Jones, Hinckley- 
Tandy Leather Co., 2nd Vice-President ; 
Joe L. Hunter, North Fort Worth State 
Bank, Treasurer. J. Harris Murphy, 
Armour & Co., continues as Secretary. 


Philadelphia 


Philadelphia: Edwin L. Atlee, Jr., 
I-T-E Circuit Breaker Co., was elected 
President of the Credit Men’s Associa- 
tion of Eastern Pennsylvania recently, 
succeeding Clarence E. Wolfinger, of Lit 
Bros. The election preceded the annual 
banquet at which Henry H. Heimann, 
Executive Manager of the National 
Association of Credit Men, was the 
principal speaker. 

Other officers “unanimously elected 
were Morgan F. Moore, Lumberman’s 
Mutual Casualty Co., First Vice-Presi- 
dent; Charles B. Weidman, Philadelphia 
Terminals Auction Co., Second Vice- 
President; Alfred G. Schnitzler, National 
Airoil Burner Co., Third Vice-President, 
and John V. Williams, Concrete Prod- 
ucts Corp. of America, Fourth Vice- 
President. 


New York 


New York: The Alumni Association of 
the New York Chapter, National Insti- 
tute of Credit held its annual meeting 
at the Midston House on April 20th. 

A. J. Wykes, Peter A. Frasse & Co. 
Inc., was-elected President. Three new 
Vice-Presidents are John R. Steg!e, Bake- 
lite Corp.; Marian R. McSherry, Schen- 
ley Distillers Corp., and James F. Geog- 
hegan, Bronx County Trust Co. John 
Griffin, Robert Gair Co. Inc., was elected 
Treasurer and E. P. Utter, Witco Chemi- 
cal Co. 

A fund was established at this meeting 
to award annual scholarships. Joseph 
Rubanow, Manufacturers Trust Co., and 
Frank E. Byrne, Cannon Mills, Inc., both 
contributed a sum sufficient to cover the 
cost of a course for a year. 





Professor Shultz recommends several excep- 
tional students, graduating from City College 
School of Business this June, who have special- 
ized in Credits and Collections, for positions 
as credit assistants. Write Prof. Wm. Shultz, 
17 Lexington Ave., N. Y. C. 
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" ..I'm going to hang up, Henry. There must be a 
bad connection - | can't hear a word you're saying...” 


Faculty Is Chosen 
For ’47 Session of 


Executives’ School 


The second session of the Executives’ 
School of Credit and Financial Manage- 
ment will be held at the University of 
Wisconsin from August 22 to September 
4, 1948. Provision has been made for 
both the first-year and the second-year 
courses. 

Newer and better quarters have been 
secured. The new location is Slichter 
Hall, on the lakefront, a building which 
was in course of completion when the 
1947 group was in residence. 

Dr. Carl D. Smith, Director of Educa- 
tion of the National Association of 
Credit Men, will again direct the school. 
He will be assisted again by a faculty 
second to none, composed of leaders in 
the educational and business fields. 

Dr. Jules I. Bogen is a case in point. 
Apart from being editor of the New 
York Journal of Commerce, he is profes- 
sor of Finance at New York University. 
He is the author of several definitive 
volumes on business subjects. 

Students who attended the 1947 ses- 
sion will remember with pleasure Thomas 
H. Nelson, the instructor in Manage- 
ment. Mr. Nelson will be back. During 
the year he has conducted some ex- 
tremely interesting courses in executive 
management. One course which he gave 
to district managers of one firm was so 
successful that the directors enrolled for 
an identical course for themselves. 

Mr. Nelson’s partner, Dick Carlson, 
will also join the faculty at Wisconsin. 
Mr. Carlson has had an extensive ex- 
perience as a consultant to finance and 
industrial organizations throughout the 
country. He is a pioneer in the devel- 
opment of techniques for appraising and 
improving the performance of executives, 
supervisors and employees. 

Another new member of the faculty is 
Dr. Arthur R. Upgren, Professor of Eco- 
nomics at the University of Minnesota 
and Associate Editor of the Minneapolis 
Star-Journal. Dr. Upgren was formerly 
vice-president of the Federal Reserve 
Bank of Minneapolis. 

The student fee—$150.00—remains the 
same as last year. However, due to the 
increase in the cost of living, members 
of registrants’ families will have to be 
assessed at $55.00 this year, an increase 
of $5 over last year. 
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H. O. Sims Is New 
President of Little 


Rock Association 


Little Rock: New officers were in- 
stalled at the March 23rd meeting of 
the Little Rock Association of Credit 
Men, following the 24th anniversary 
dinner. 

H. O. Sims, Magnolia Petroleum Cco., 
is the new President; other officers are 
J. M. McFarlane, Home Appliance Co., 
Ist Vice-President; Louis Anderson, 
Frank Lyon Co., 2nd Vice-President, and 
G. A. Zimmerman, Worthen Bank & 
Trust Co., Treasurer. 

The featured speaker at the meeting 
was Victor C. Eggerding, Gaylord Con- 
tainer Corp., St. Louis, whose subject 
was “The New Look in Sales and Credit 
Relationship.” 


Heimann Is Speaker at 
Toledo Annual Meeting 


Toledo: The annual meeting of the 
Toledo Association of Credit Men was 
held on April 27th, with Henry H. 
Heimann, Executive Manager of the 
National Association of Credit Men, and 
National President Charles B. Rairdon 
the principal guests. Mr. Heimann ad- 
dressed the gathering on the subject, 
“What’s Ahead for Business”? 

During the meeting the members were 
introduced to the new Secretary-Man- 
ager, George Lawrence, who succeeds 
Russell Melone. 


Evansville Planning 


New Service Facilities 


Evansville: The Board of Directors of 
the Evansville Association of Credit 
Men are putting the final touches to 
plans for local interchange, adjustment 
and collection facilities for their members. 

Much time and thought have been 
devoted to this matter, since it was felt 
that the Evansville trade area needed 
the utmost in credit reporting and ad- 
justment facilities. 


Obituary 


Memphis: E. C. Correll, for many 
years Secretary-Manager of the Memphis 
Association of Credit Men, died early on 
April 27th. He had been Secretary- 
Manager of the Memphis Association 
since 1931. 


New York: Charles T. Corby, Colonial 
Works, Inc., passed away on April Sth. 
Mr. Corby was a Vice-President of the 
New York Credit Men’s Association in 
1934 and served for several years on the 
board of directors. 


Carl D. Smith Addresses 
Milwaukee NIC Chapter 


Milwaukee: Dr. Carl D. Smith, Direc- 
tor of Education of the National Insti- 
tute of Credit spoke to the Milwaukee 
chapter at a dinner meeting at the Mil- 
waukee Elks’ Club on March 22. 

The Milwaukee Association of Credit 
Men were invited to attend, and approxi- 
mately 150 persons were present to hear 
Dr. Smith. 

While Credit Education and Profes- 
sional Advancement was the subject of 
Dr. Smith’s speech, he dwelt at some 
length on the present critical situation 
in the business world and on the impor- 
tance of the Credit Man during these 
troubled times. 


3 C’s of Credit 


(Continued from Page 25) 


The granting of credit is becom- 
ing more complex. The credit man 
must gamble against the business 
judgment of those managing busi- 
nesses to whom they extend credit. 
Human behavior varies with the 
pressures of the times and condi- 
tions of business, and these are 
times of unpredictable changes. 


Check Inventories 


Watch for overextended inven- 
tories made up of obsolete war- 
time goods, prices that restrict buy- 
ing. Unbalanced and uncontrolled 
buying are the symptoms of bad 
management. 

The appreciation in value of in- 
ventory is often greater than the 
net worth of a company. A drop in 
inventory values or a true valua- 
tion of present inventory may wipe 
out net worth. I would suggest the 
following formula as a basis for 


further information to evaluate a 
risk. 


50-25-25 


The three C’s may be formulated 
as follows: 50% Management— 
25% Capital—25% Character. 

Appraise the management ability 
of a business, its ability to properly 
balance out the different segments 
and their proper relation to one 
another. Keep an eye on inven- 
tory—the “grave yard of business” 
and the relation of fixed assets to 
current assets. In other words, is 
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each dollar carrying its normal 
load, or is one department of the 
business strained beyond its ability 
to perform properly, thus throwing 
the business out of balance? 

Compare the detailed operation 
of a business with the figures of the 
average successful operation in the 
same line and size of business. The 
figures are available from trade 
associations and the Department 
of Commerce in Washington. 


Small business must have a blue 
print for good management, the 
knowledge how to properly allot 
this cost in their proper ratio. Let 
me give an illustration of a success- 
ful grocery store doing a thousand 
dollars’ business a week. Data fur- 
nished by John A. Logan, President 
of the National Association of Food 
Chains. 





Sales per Week ..... $1000.00 100% 
Cost of Goods Sold .. 820.00 82% 
Gross Margin ....... 180.00 18% 
Expenses 
ee 4500 45% 
Laundry—Supplies . 8.00 8% 
Store Repairs; 

Maintenance .... 5.00 5% 
Rent, Heat, Light, 

WE Siwdvtenws 24.00 2.4% 
Insurance, License, 

BE hecmiwenis 6.00 67% 
Depreciation of Fix- 

MORON oscars 4.00 A% 
Adv. & Donations .. 10.00 1.0% 
Hauling, Frt. ..... 5.00 5% 
Acct. & Mise. ..... 5.00 5% 

11200 112% 
Net to Owner (before 
Federal Taxes) ... $68.00 6.8% 


This outline can be followed by 
any type of business and should be 
charted and comparison made with 
the average successful business in 
the same line, balancing out the 
costs of operation. 

This article was written in the 
Blue Grass Section of Kentucky, 
the home of the world’s greatest 
racing thorobreds. 

I once asked a darkey, who had 
spent his life with horses, how he 
picked a winner. “Well, Boss,” he 
said, “A winner is 50% trainer, 
25% horse and 25% jockey.” So 
here you have the answer. 

So with Management. 50% Man- 
agement, 25% Capital, 25% Char- 
acter. Change these percentages 
any way you wish, but you have to 
have three legs to a three-legged 
stool. Simple, but fundamental. 


More About Secured Credits 


(Continued from Page 11) 


out notice) if the default has per- 
sisted beyond a reasonable time. 

Of course the buyer, being virtual 
owner, has the right to immediate 
possession upon tender of the price 
and the seller cannot thereafter 
withhold the goods by refusing 
tender. Rudin v. King-Richardson 
Co., 311 Ill. 513. 


Another Method 


The next paragraph in the Sales 
Act provides another method of 
accomplishing the same result., It 
follows: 


(3.) Where goods are shipped, and by 
the bill of lading the goods are deliver- 
able to the order of the buyer or of 
his agent, but possession of the bill of 
lading is retained by the seller or his 
agent, the seller thereby reserves a 
right to the possession of the goods as 
against the buyer. 


If any seller should prefer this 
as the method (by making the bill 
of lading immediately to the buyer) 
he should be cautioned to be sure 
and have an order bill of lading. 
The seller will deceive himself if he 
thinks that by retaining a straight 
bill of lading he can withhold de- 
livery from the buyer. In the 
Edelstone v. Schimmel case, supra, 
the seller went so far as to instruct 
the railroad not to deliver the goods 
to the buyer. But the Court held 
that this would be no avail if the 
bill, being straight, were made out 
to the buyer. It is only, as ex- 
plained in the forepart of this arti- 
cle, where a bill of lading is issued 
to the order of a person, that the 
carrier can refuse to deliver with- 
out surrender of the bill of lading. 


Watch for Pitfall 


The final method is set out in the 
Sales Act as follows: 


(4.) Where the’ seller of goods draws 
on the buyer for the price and trans- 
mits the bill of exchange and bill of 
lading together to the buyer to secure 
acceptance or payment of the bill of 
exchange, the buyer is bound to re- 
turn the bill of lading if he does not 
honor the bill of exchange, and if he 
wrongfully retains the bill of lading, 
he acquires no added right thereby. 
If, however, the bill of lading provides 
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that the goods are deliverable to the 
buyer or to the order of the buyer, or 
is indorsed in blank, or to the buyer 
by the consignee named therein, one 
who purchases in good faith, for value, 
the bill of lading, or goods from the 
buyer will obtain the property in the 
goods, although the bill of exchange 
has not been honored, provided that 
such purchaser has received delivery of 
the bill of lading indorsed by the con- 
signee named therein, or of the goods, 
without notice of the facts making the 
transaction wrongful. 


The seller who acts in accordance 
with this section must manifest un- 
bounding confidence in his cus- 
tomer. For if he sends both bill of 
lading and the draft to the customer 
relying upon the customer not to 
make any disposition of the goods 
until the draft has been honored, 
he puts himself entirely at the 
mercy of the customer’s intentions, 
be they good or otherwise. For as 
the section above quoted provides, 
a third person, who is innocent, can 
obtain a: good title to the goods, 
while the buyer himself cannot if 
he does not accept or pay the draft 
in accordance with the seller’s in- 
structions. 

In conclusion it might be said 
that the development of the law 
regarding bills of lading provides a 
most interesting study. This arti- 
cle cannot deal with the subject as 
a whole, but in passing we make a 
suggestion which might form the 
basis of a further article on bills of 
lading: that the modern tendency 
by statute and by decisions of the 
courts is to give these instruments 
which are drawn either to order, or 
to bearer, the highest degree of ne- 
gotiability, so that an agent en- 
trusted with one may (as one might 
pass a $5 bill) pass good title to 
another person without knowledge, 
in violation of instructions from 
the one entrusting it with the agent. 
The only occasion when this can be 
done with goods themselves is when 
& principal invests an agent with 
the indicia of ownership, as in the 
case of factors. Thus the negotia- 
bility of these instruments has ac- 
quired virtually the same degree of 
negotiability which true negotiable 
instruments (checks, drafts, notes) 
has in our commercial world. 
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It Can Happen Again 


(Continued from Page 9) 


through the creditors’ committee. 
Sales had continued to drop, but 
much more rapidly. There were 
fifteen units then. One or two out- 
of-town units, and several in town 
that had heavy fixed charges be- 
came so unprofitable, and losses 
were so heavy on them that in July 
and August they closed 5 stores. 
They moved the merchandise from 
those five stores to the other ten, 
but of course sales dropped right 
over the cliff as soon as they closed 
those stores. The all-essential rapid 
turnover slowed up to a drag, and 
of course payments got out of hand. 
Numerous creditors brought action 
on their respective accounts and 
that precipitated a voluntary peti- 
tion. It was September when we 
learned that the five stores had 
been closed. We tried to get out 
then, but only succeeded in reduc- 
ing our account about $500. It was 
too late to come out clean.” 

“We went right on selling them 
after reorganization?” 

“Yes, the creditors’ committee did 
a beautiful job in the reorganiza- 
tion work. They made a thorough 
study, and decided that it would be 
better to accept the firm’s 3314% 
offer than to close the business and 
dispose of the scattered units under 
forced sale. They supervised re- 
organizing the business on a sound 
basis. After everything was ironed 
out, there was sufficient working 
capital for the reduced number of 
stores, and evidence that the firm’s 
principals had learned their lesson.” 

V.G. glanced dubiously at the cur- 
rent comparative statements once 
more. “From the looks of these 
last two statements, I’m not so sure 
that they did. The 1946 year-end 
statement shows faint symptoms 
that the old malady is returning. 
And this latest one definitely con- 
firms it. But,” he added grimly, 
‘if they haven’t learned their les- 
son, I’ve learned mine.” 

“You mean you are going to cut 
them off?” 

“TI may have to, but I hope it 
won’t be necessary. This is the 
place for some really constructive 
credit work instead, and I mean to 
have a try at it.” He began pacing 
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the floor, thinking aloud. “As I see 
it, with the exception of a working 
capital turnover which corresponds 
to their 1929 rate, their financial 
picture in ratios today roughly 
parallels that of 1931, two years 
before they failed. We were in the 
midst of a depression then. This 
time there is no depression—yet. 
We merely have enough indications 
of the possibility of a recession to 
put us on the alert. I figure there 
is time to save this account from 
dittoing its previous performance.” 

He consulted the calendar on his 
desk. “Here’s what, Miss Lert. 
You get Mr. Trader, Sr., on the 
phone. I'll tell him I am planing 
a trip to Rush City and would like 
to make it at a time when I can see 
him. I'll try to arrange it around 
the fifteenth. We'll handle the 
appointment by phone so you can 
have time to make hotel reserva- 
tions. I’ll stay over and look in on 
some of our other accounts up 
there, too.” 

Alice wisely waited for V.G. to 
pace out the rest of his thinking 
with her as audience. “I mean to 
talk to him about ratios, past and 
present—try to get out of his stub- 
born head the notion that working 
capital can exceed speed limits in- 
definitely and nobody get hurt— 
hint that there are stretches of ice 
on the road ahead—remind him of 
a few things on the business hori- 
zon like consumer resistance to high 
prices, diminished purchasing power 
and depletion of savings that at 
least do not guarantee him an 8 
times, or even a 7 or 6 times inven- 
tory turnover in ’48.” 

“So, then, when you have him 
practically eating out of your hand 
—” Alice jibed him affectionately. 

“Why, then I’ll spring the main 
suggestion to him—that he invest 
additional working capital now 
against the inevitable but unpre- 
dictable day. And since they are 
apparently paying their bills 
promptly right now (we’ll double 
check on that) I’ll suggest that it 
be invested for the time being in 
government bonds. That ought to 
get him over that no-idle-funds 
complex.” 


‘He may tell you that he is pre- 
pared to put additional capital in 
the business if and when it is 
needed.” 

“IT hope he does. Because I 
think I can show him that it is 
needed now, as an added protection 
to creditors and himself. That the 
time to protect himself against 
calamity is before it occurs. At 
the time of the failure they had 
apparently spent the withdrawals 
of the fat years. They had no 
lean-year personal reserves to rein- 
vest in the business. But even if 
they had—does anybody bet on a 
horse when the race is half over 
and he’s running the other way?” 

“And what if he won’t play?” 
Alice asked, still skeptical. 

“Retailers are still pretty de- 
pendent on their established sources 
of supply. We are in a position to 
exercise some pressure. But if he 
resists it all and won’t play, that 
narrows our margin for continuing 
with him. We'd have to pull out 
at the slightest indication of any 
unfavorable development.” 

“And how will you catch those 
indications?” 

“Rush City is close enough so I 
can make frequent trips up there. 
I think I can persuade him that it 
is to our mutual interest that he 
open his books to one of his impor- 
tant creditors. Especially if I show 
him that we can do some helpful 
analytical work for him with the 
figures he furnishes us. In addi- 
tion, we will watch for any one of 
a number of signals: 


1. A slump in their volume. 
(I’m going to insist on 
monthly sales figures com- 
pared to the same month last 
year.) 

2. A general slump in business; 
or one in the ready-to-wear 
trade; or one in the Rush 
City area. (We can get that 
from those Department of 
Commerce reports.) 

. Slow payments. (Yow are to 
catch that. Watch our own 
account like the sharp little 
hawk that you are. And get 
an Interchange Report every 
sixty days.) 


—Now get Mr. Trader.” 
“Fast?” said Alice, as she turned 
to the phone. 
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